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DATE: July 11, 1979 

ADDRESS: Interested persons are invited to write 
directly to the Office of Chief Counsel, Division of 
Corporation Finance, Securities and Exchange 
Commission, Washington, D. C. 20549, with any 
suggestions or comments. 


FOR FURTHER INFORMATION CONTACT: Nor- 
man Schou, Division of Corporation Finance, 
Securities and Exchange Commission, Washington, 
D. C. 20549, (202) 755-1240. 


Supplementary Information 


The Commission suggests that issuers of debt 
securities in offerings required to be registered under 
the Securities Act of 1933 consider certain techniques 
in drafting trust indentures which may reduce the 
amount of time spent by the staff in reviewing the 
documents and thereby shorten the time spent in 
registration. Recently, the Commission's Division of 
Corporation Finance has been requested to accelerate 
the effectiveness of registration statements relating to 
offerings of debt securities within a few days after the 
filing. In many cases, review of the filing by the staff 
is protracted somewhat by the necessity of reviewing 
a lengthy trust indenture in order to determine its 
compliance with the Trust Indenture Act of 1939. It is 
the staff’s experience that review of such registration 
statements may be appreciably accelerated when a 
trust indenture need not be reviewed in its entirety 
and has observed certain techniques in drafting trust 
indentures which simplify and abbreviate review of 
the indenture. Accordingly, the Commission 
recommends that prospective trustees, underwriters 
and registrants of debt offerings eypecting early 
effectiveness of the registration statement consider 
employing one of the following practices, although, 
of course, there can be no assurance that the time in 
registration will necessarily be affected in any 
particular case. 


1. Use of an incorporating indenture: 
indenture containing dates and provisions unique to 
the offerings to be registered and which incorporates 
by reference a standard form of indenture previously 
qualified under the Trust Indenture Act, such as the 
American Bar Foundation’s Sample Incorporating 
Indenture, Model Debenture Indenture Provisions, All 


Draft a brief 


Registered Issues, 1967, or any other indenture 
previously qualified by the Commission provided that 
a copy of it is available for inspection in the 
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Commission’s public records system. At present, 
indentures filed as exhibits to registraiton statements 
under the Securities Act of 1933 are retained for so 
long as the registrant has a reporting requirement 
with the Commission plus ten years. 


2. Copy of previously qualified indenture: Prepare 
the indenture as a verbatim copy of the Mode/ 
Debenture Provisions or of any other indenture 
previously qualified by the Commission and publicly a 
available as in paragraph 1 above, with changes only 
in names, dates and provisions unique to the 
prospective offering. As supplemental information, 
furnish the staff with a copy of the model used in 
preparing the filed document with changes clearly 
indicated. 


3. Use of previously qualified indenture: Where 
securities were authorized for issuance under an 
indenture previously qualified and a sufficient number 
remain unissued to cover the issuance to be 
registered, it is not necessary to prepare a new 
indenture or to make any new filing under the Trust 
indenture Act. 


4. Use of supplemental indenture: Where a 
previously qualified indenture is open-ended and 
authorizes the issuance of an indefinite number of 
additional securities or series by supplemental 
indenture, it is necessary only to file the supplemental 
indenture as an exhibit to the registration statement. 


Invitation for Comments 


Interested persons are invited to write directly to the 
Office of the Chief Counsel, Division of Corporation 
Finance, Securities and Exchange Commission, 
Washington, D. C. 20549 with any suggestions or 
comments designed to improve administration of the 
review process involving trust indentures or for 
information about the format of indentures. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES ACT OF 1933 
Release No. 6091/July 19, 1979 


In the Matter of 


THE HEWETT JOHNSON SWANSON & BARBEE 
RETIREMENT PLAN 

4700 First International Building 

Dallas, TX 75270 


(18-42) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE HEWETT 
JOHNSON SWANSON & BARBEE RETIREMENT 
PLAN 


Hewett, Johnson, Swanson & Barbee, a law firm 
organized as a partnership under the laws of the 
State of Texas, filed an application on March 5, 1979, 


for an exemption from the registraition requirements 


of the Securities Act of 1933 (‘‘Act’’) for 
participations or interests issued in connection with 
the Hewett Johnson Swanson & Barbee Retirement 
Plan (the ‘‘Plan’’). 


On June 21, 1979, a notice was issued (Securities 
Act Release No. 6082) of the filing of the application. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as a matter of 
course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6092/July 19, 1979 


In the Matter of 


LORD, DAY & LORD RETIREMENT PLAN FOR 
ATTORNEYS 

25 Broadway 

New York, NY 10004 


(18-48) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT THE 
INTERESTS OR PARTICIPATIONS IN THE LORD, 
DAY & LORD RETIREMENT PLAN FOR ATTOR- 
NEYS 


Lord, Day & Lord, a law firm organized as a 
partnership under the laws of the State of New York, 
filed an application on March 26, 1979, for an 
exemption from the registration requirements of the 
Securities Act of 1933 (‘‘Act’’) for participations or 
interests issued in connection with the Lord, Day & 
Lord Retirement Plan for Attorneys (the ‘’Plan’’). 


On June 21, 1979, a notice was issued (Securities Act 
Release No. 6083) of the filing of the application. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as a matter of 
course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 
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The matter has ben considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16021/July 16, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10780/July 16, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 690/ July 16, 1979 


Administrative Proceeding File No. 3-5258 

In the Matter of 

BLYTH, EASTMAN, DILLON & CO., INC. 

(File Nos. 8-16426 and 801-7391) 

FINDINGS AND ORDER IMPOSING REMEDIAL 


SANCTIONS 
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In this administrative proceeding ordered pursuant to 
the Securities Exchange Act of 1934, the investment 
Advisers Act of 1940, and the Investment Company 
Act of 1940, 1 respondent Blyth, Eastman, Dillon & 
Co., Inc. (Respondent)2 has submitted an Offer of 
Settlement which the Commission has determined to 
accept. Solely for the purpose of this proceeding and 
without admitting or denying the allegations 
contained in the Order for Proceedings, Respondent 
has consented to the findings and sanctions set forth 
below. 


On the basis of the Order for Proceedings and the 
Offer of Settlement submitted by Respondent, it is 
found that: Blyth, Eastman, Dillion & Co., Inc. 
willfully violated and willfully aided and abetted 
violations of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder; willfully 
violated Section 17(a) of the Securities Exchange Act 
of 1934 and Rule 17a-3 thereunder; and _ failed 
reasonably to supervise its employees with a view 
towards preventing violations of Section 17(a) of the 
Securities Act of 1933 and Sections 10(b) and 17(a) 
of the Securities Exchange Act of 1934 and Rules 
10b-5 and 17a-3 thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT IS ORDERED that: 
(a) Respondent is hereby censured; 


(b) In lieu of a suspension from effecting 
transactions in over-the-counter securities for a 





lin the Matter of William H. Langfield, Il, et al., 
Admin. Proc. File No. 3-5258, instituted on July 19, 
1977. See Securities Exchange Act of 1934 Release 
No. 13766, 12 SEC Docket 1277. 


2 The findings herein are not binding on any other 
respondent named in this proceeding. 





period of five business days, Respondent, by the 
opening of business on the second Monday after the 
date of this Order, agrees and undertakes to 
contribute $10,000 into an escrow account at a bank 
of Respondent’s choosing. The funds contained in 
said escrow account, as well as any interest on said 
funds, shall be distributed under a plan to be 
proposed by the Respondent and approved by the 
staff of the Chicago Regional Office. The prior 
written approval of the staff of the Chicago Regional 
Office is necessary before said funds, as well as any 
interest on said funds, is distributed under the plan to 
be proposed by Respondent; 


(c) Respondent shall suspend for five business days 
the making of markets in the following OTC securities 
which were involved in the trading in issue in this 
proceeding: (1) Intel Corp.; (2) Jerrico, Inc.; and (3) 
Sensormatic Electronics Corp. Such suspension shall 
commence on the opening of business on the second 
Monday after the date of this Order; 


(d) Respondent shall, within 20 days after the date 
of this Order, adopt and maintain (or, if already 
adopted, to continue to maintain) the procedures set 
forth in Respondent's Offer of Settlement. 


(e) Respondent shall deliver an affidavit to the 
Chicago Regional Office, within 30 days after the 
date of this Order, indicating that Respondent has 
complied with the undertaking set forth in Section 
lll(b) above by contributing $10,000 in the manner 
prescribed in this Order; 


(f) Respondent shall deliver a second affidavit to the 
Chicago Regional Office, within 30 days after the 
date of this Order, that the funds, as well as interest 
on said funds, are distributed in accordance with the 
plan of the Respondent to be approved in writing by 
the Chicago Regional Office; and 


(g) Respondent shall also deliver an affidavit to the 
Chicago Regional Office, within 30 days after the 
date of this Order, indicating that Respondent has 
adopted and intends to maintain the procedures in 


Section Ili(d) above, which the Commission has 
ordered Respondent to adopt. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16022/July 16, 1979 


Administrative Proceeding File No. 3-5795 


In the Matter of 


D&S FINANCIAL, INC. (8-18095) 
LEE P. DER 

DAVID E. KARR 

LEE P. DER, INC. 


ORDER INSTITUTING PROCEEDINGS AND 
POSING REMEDIAL SANCTIONS 


IM- 


The Commission deems it appropriate that public 
administrative proceedings be instituted pursuant to 
Sections 15(b)(4), 15(b)(6), 19(h)(2) and 19(h)(3) of 
the Securities Exchange Act of 1934 (Exchange 
Act’’), with respect to D&S Financial, Inc. 
(‘Registrant’), a registered broker-dealer with its 
principal place of business in Pikesville, Maryland, 
Lee P. Der (‘Der’), Registrant's president and 
director from September 1974 to the present, David 
E. Karr (‘Karr’), Registrant's vice-president and 
director from January 1977 through June 1978, and 
Lee P. Der, Inc. (‘Der Inc.’’), an associated person of 
Registrant that is a Maryland corporation wholly 
owned by Der. 


il. 
During the period from on or about July 1976 
Enforcement has information which tends to show 
and it alleges that: 
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A. During the period from on or about July 1976 
through January 1978, Registrant, Der, and Der Inc., 
and during the period from on or about January 1977 
through January 1978, Karr, in connection with the 
offer and sale of interests in limited partnerships 
willfully violated and willfully aided and abetted 
violations of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder in that: 


1. They failed to disclose that monies would be 
borrowed from certain partnerships and lent to 
certain individuals or entities; and 


2. They failed to adhere to the terms of the offering 
as stated in the various offering circulars. 


Simultaneously with the institution of these 
proceedings, Registrant, Der, Karr and Der Inc. have 
submitted a Joint Offer Of Settlement. Without 
admitting or denying the allegations herein, they 
consent to the findings and sanctions set forth 
below. 


IV. 


After due consideration of the Offer of Settlement 
and upon recommendation of its staff, the 
Commission has determined that it is in the public 
interest to accept such offer and, accordingly, IT IS 
ORDERED that such proceedings pursuant to 
Sections 15(b)(4), 15(b)(6), 19(h)(2) and 19(h)(3) of 
the Securities Exchange Act of 1934 be and they 
hereby are instituted. 


V. 


On the basis of the allegations contained in this 
Order Instituting Proceedings and Registrant, Der, 
Karr and Der Inc.’s Joint Offer of Settlement, it is 
found that: 


1. Registrant, Der, Karr and Der Inc. willfully 
violated and willfully aided and abetted violations of 
Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. 
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Vi. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Joint Offer of 
Settlement. 


Accordingly, IT IS ORDERED that: 


(1) The broker-dealer registration of D&S Financial, 
Inc., shall be and hereby is suspended for a period of 
thirty (30) days. 


(2) Lee P. Der shall be, and hereby is, suspended 
from association with any broker or dealer for a 
period of thirty (30) days. 


(3) David E. Karr shall be and hereby is, suspended 
from association with any broker or dealer for a 
period of fifteen (15) days. 


(4) Lee P. Der, 
censured. 


Inc., shall be and hereby is 


(5) D&S Financial, Inc., shall comply with its 
undertaking to engage an independent qualified 
person to assist in a due diligence review of all 
offerings in which D&S Financial, Inc. participates for 
a period of two (2) years. Such qualified person shall 
be in addition to any counsel employed by the issuer 
of securities offered or sold by D&S Financial, Inc. 


The sanctions ordered herein shall commence on the 
second Monday following the date of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16023/July 16, 1979 


Administrative Proceeding File No. 3-5796 


In the Matter of 





BEAR, STEARNS & COMPANY 
BRUCE R. FREDERICK 


File No. 8-00293 
ORDER INSTITUTING PROCEEDINGS AND IM- 
POSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
proceedings be instituted with respect to Bear, 
Stearns & Company (Registrant), a registered 
broker-dealer, and Bruce R. Frederick (Frederick), a 
former registered representative of Registrant, 
pursuant to Sections 15(b) and 19(h) of the Securities 
Exchange Act of 1934 (Exchange Act). 


In anticipation of the institution of these proceedings, 
Respondents Registrant and Frederick have each 
submitted an Offer of Settlement which the 
Commission has determined to accept. Under the 
terms of their offers, Respondents, solely for the 
purpose of settling and terminating the matter and 
without admitting or denying the allegations and 
findings contained herein, consent to the findings 
and order of the Commission imposing remedial 
sanctions set forth below. 


Accordingly, IT 1S ORDERED that such proceedings 
pursuant to Sections 15(b) and 19(h) of the Exchange 
Act be, and they hereby are, instituted. 


On the basis of the Order for Proceedings and 
Registrant’s Frederick’s Offers of Settlement, the 
Commission makes the following findings: 


A. Frederick was, at all times specified in this 
section, a registered representative of the Registrant 
in the Registrant’s branch office at 230 W. Monroe 
Street, Chicago, Illinois. 


B. During the period from February 1975 through 
April 1976, Frederick wilfully aided and abetted 
violations of Section 15(c)(1) of the Exchange Act 
and Rule 15c1-7 thereunder in the Frederick caused 
to be effected transactions and purchases and sales 
of securities in two customer accounts in which 
Frederick was vested with discretionary authority, 


which transactions were excessive in size and 
frequency in view of the financial resources and 
character of such accounts. 


C. During the period from February 1975 through 
April 1976, Frederick wilfully violated Section 17(a) 
of the Securities Act and Rule 10b-5 promulgated 
thereunder. As a part of the aforesaid conduct and 
activities, Frederick, among other things: 


1. Made untrue statements of material facts and 
omitted to state material facts concerning, among 
other things: 


a. the existence of a margin account for 
said customers; 


b. the meaning and purpose of margin 
call notices sent to said customers; 


c. the significance of the large number of 
confirmation slips received by said 
customers; and 


d. the meaning an purpose of cor- 
respondence sent to a customer by 
Registrant with regard to activity in her 
account. 


2. Effected transactions in customers’ accounts 
which were not authorized by said customers 
including: 


a. Trading in the options market; 
b. Trading on a principal basis and 


c. Trading in a margin account. 


3. Effected transactions in customers’ accounts 
which were unseasoned and speculative, in disregard 
of or without inquiry as to the suitability of such 
securities to the individual customers’ financial needs, 
circumstances or objectives. 


D. Registrant failed to supervise Frederick with a 
view to preventing violations of Section 17(a) of the 
Securities Act and Sections 10(b) and 15(c)(1) of the 
Exchange Act and Rules 10b-5 and 15c1-7 promul- 
gated thereunder. 


lil 
In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of 
Settlement. 
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Accordingly, IT 1S ORDERED that effective as of the suffered by those customers during the period from 


second Monday following the date of this Order: 


A. Registrant be, and it hereby is, 
censured. 


B. Frederick be, and he hereby is, barred 
from being associated with a broker or 
dealer, provided that after a period of four 
(4) years he may apply to the Commission 
to become associated with a broker or 
dealer. 


IT IS FURTHER ORDERED that Registrant comply 


with its undertaking to institute the following 
procedures: 


1. The investment objective of discre- 
tionary accounts shall hereinafter be noted 
on the monthly account statement in the 
name/address section. In addition, all 
discretionary accounts shall be examined 
by Registrant’s New York Compliance 
Department and the investment objective 
noted on the statements. 


2. Every customer who maintains a 
discretionary account shall be asked to 
annually confirm that his investment 
objective is unchanged. 


3. Registered representatives shall note 
on the order ticket whether the option 
transaction was an opening or closing 
position. They shall also note whether the 
opening transaction was an uncovered 
position. Accordingly, the Options Daily 
Exception Report shall be revised to 
enable it to monitor and identify those 
trades not consistent with the afore 
mentioned order ticket notations. 


IV 


The Offer of settlement submitted by Registrant 
provides that Registrant, in addition to the prior 
implementation of a new procedure with regard to 
the initial review of discretionary accounts by 
Registrant's Compliance Department, further revise 
and amend its existing procedures as stated above. 
Moreover, Registrant agrees to make restitution to 
two customers in the amount of $9,875 for losses 
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January 1975 through July 1975. 
By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16024/July 16, 1979 


In the Matter of Bear, Stearns & Co., et al. 
(File No. 3-5797) 


The Securities and Exchange Commission has 
ordered the institution of public administrative 
proceedings under the Securities Exchange Act of 
1934 (“Exchange Act’’) against: Bear, Stearns & Co. 
(“Bear Stearns’), a broker-dealer with principal 
offices in New York City, New York; Richard A. 
Graham (‘‘Graham’’), formerly a registered repre- 
sentative in Bear Stearns’ San Francisco, California 
office; Philip A. Schaefer (‘Schaefer’), a registered 
representative in Bear Stearns’ San Francisco office; 
Michael E. Tennenbaum (“Tennenbaum”’), a Bear 
Stearns general partner and formerly its senior 
registered options principal; and Larry H. Friend 
(‘Friend’), formerly a Bear Stearns general partner 
and formerly in charge of Bear Stearns’ San 
Francisco office. 


The Order for Proceedings alleges that Bear Stearns, 
Graham, and Schaefer willfully violated and willfully 
aided and abetted violations of the anti-fraud 
provisions of the Securities Act of 1933 (‘Securities 
Act’’) and the Exchange Act in connection with the 
solicitation and transaction of business, including 
listed options business, with public investors. The 
Order further alleges that Bear Stearns, Tennen- 
baum, and Friend failed reasonably to supervise 
persons subject to their supervision with a view to 
preventing such violations. 


The Order for Proceedings alleges, among other 
things, that Bear Stearns and Graham, aided and 
abetted by Schaefer, by means of material mis- 
representations and omissions concerning the risks 
and rewards of listed options trading, induced 
customers to grant them discretionary trading power, 





and thereafter effected transactions which were 
excessively frequent and speculative in light of the 
character of their customer accounts. 


Bear Stearns has submitted an offer of settlement 
which has been accepted by the Commission. (See 
Exchange Act Release No. 16025, entitled ‘Findings 
and Order Imposing Remedial Sanctions.’’) With 
respect to the other respondents a hearing will be 
scheduled by further order to take evidence on the 
staff’s allegations and to afford the respondents an 
opportunity to offer any defenses thereto, for the 
purpose of determining what remedial action, if any 
should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16025/July 16, 1979 


Administrative Proceeding File No 3-5797 
In the Matter of 

BEAR, STEARNS & CO. 

(File No. 8-293) 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings ordered today pursuant to the 
Securities Exchange Act of 1934 (‘Exchange Act”), 
respondent Bear, Stearns & Co. (‘Bear Stearns”) 
has submitted an offer of settlement which the 
Commission has determined to accept. ! Solely for 
the purpose of settling these proceedings and 
without admitting or denying the allegations 
contained in the Order for Proceedings, Bear Stearns 
consents to the findings of violations and sanctions 
contained in this Order.2 





IThe Order instituting proceedings was issued simul- 
taneously with the Commission’s acceptance of Bear 
Stearns’ offer of settlement. 


2The findings herein are not binding on any other 
respondents named in these proceedings. 


Bear Stearns, in its offer of settlement, states that it 
agrees to institute and implement a series of remedial 
procedures concerning, among other things, its 
business relating to discretionary options transac- 
tions. Then procedures require, among other things, 
that certain disclosures must be made to customers 
involved in discretionary options transactions. Certain 
procedures will also be imposed regarding supervision 
and review of all options transactions in customer 
accounts. 


In addition, Bear Stearns’ Senior Registered Options 
Principal will, among other things, conduct a general 
review of all of Bear Stearns’ supervisory and compli- 
ance procedures concerning options trading, for the 
purpose of determining and implementing whatever 
other procedures are warranted, and will file with the 
Commission, within twelve months of the effective 
date of this Order, a report concerning the firm's 
compliance with the terms of this Order. 


Finally, Bear Stearns represents that in connection 
with the conduct which formed the basis for the 
violations alleged in the Order, it has made monetary 
settlements with certain of its customers. 


On the basis of the Order for Proceedings and the 
offer of settlement, the Commission finds that Bear 
Stearns wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 
Act of 1933 (‘Securities Act’’) and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder, and 
failed reasonably to supervise persons subject to its 
supervision with a view to preventing violations of the 
aforementioned provisions by such persons, all as 
alleged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settle- 
ment. The sanctions specified in this Order shall be 
effective on the second Monday following the date of 
this Order. 


Accordingly, IT |S ORDERED, that: 
1. Bear Stearns be and hereby is censured; 


2. Bear Stearns’ San Francisco office is suspended 
for a period of twenty business days from all trading 
in securities options for any accounts for which an 
option suitability form has not been submitted to 
Bear Stearns prior to the date of this Order; and 


3. Bear Stearns is ordered to revise and amend its 
existing procedures, with a view to preventing similar 
violations in the future, as provided in its offer of 
settlement. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES Exchange Act of 1934 
Release No. 16026/July 16, 1979 


Administrative Proceeding File No. 3-5746 
In the Matter of 


Gi TOY CORP. successor in interest to Gabriel 
Industries, Inc. 


File No. 81-476 


Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 


1979 to request a hearing on an application filed by Gl 
Toy Corp. (the “Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting the Applicant from the provisions of 
Sections 13 and 15(d) of the Act. 


On August 14, 1978, CBS (Del.) Inc. (“CBS (Del.)”’), 
a Delaware corporation and an indirectly wholly- 
owned subsidiary of CBS, Inc. (““CBS’’), a New York 
corporation, formed for the purpose of this 
transaction, was merged with and into Gabriel 
Industries, Inc. (‘Gabriel’) pursuant to an Agreement 
and Plan of Merger dated as of July 18, 1978, which 
was approved by the stockholders of Gabriel on 
August 14, 1978. Each share of the common stock of 
Gabriel outstanding on the effective date of the 
merger was (subject to the right of dissenting 
stockholders) coverted into $17.90 in cash, and each 
share of the common stock of CBS (Del.) 
outstanding on the effective date was converted into 
one share of the common stock of Gabriel. As a 
result, Gl Toy Corp., a wholly owned subsidiary of 
CBS and the sole stockholder of CBS (Del.), became 
the owner of 100% of the voting securities of Gabriel. 
Subsequently and on the same date, Gabriel was 
merged with and into GI Toy Corp., which thereby 
became the successor in interest to Gabriel. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16027/July 16, 1979 


Administrative Proceeding File No. 3-5516 
In the Matter of 


GRACIOUS ESTATES PROPERTIES, LTD. 


File No. 81-379 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 
1979 to request a hearing on an application by 
Gracious Estates Properties, Ltd. (the ‘‘Applicant’’) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the ‘’1934 Act’’), for an 
order exempting the Applicant from the requirement, 
pursuant to Sections 13 and 15(d) and the rules and 
regulations promulgated thereunder, to file Part | of 
the quarterly report on Form 10-Q. 


The Applicant, an lowa Limited Partnership whose 
units are held by approximately 2,300 persons, is in 
the business of owning and operating two mobile 
home residential park facilities. It submits that the 
requested exemption should be granted for the 
following reasons: 


1. There is no trading market for the Applicant's 
securities; 


2. Limited Partners may sell or transfer their units 
only with the consent of the General Partner; 


3. Only a small number of units have been 
transferred; 


4. The preparation of the report incurs expenses 
which are disproportionate to the benefits derived by 
Limited Partners; and 


5. The ongoing business of the Applicant is not 
subject to material change. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16028/July 16, 1979 





Administrative Proceeding File No. 3-5771 
In the Matter of 


SCHOLL, INC. 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 
1979 to request a hearing on an application by Scholl, 
Inc. (the ““Applicant’’), pursuant to Section 12(h) of 
the Securities Exchange Act of 1934, for an order 
exempting the Applicant from filing periodic reports 
pursuant to Section 15(d) of the Securities Exchange 
Act of 1934 (the ‘1934 Act’’). On April 2, 1979, 
Applicant became a wholly owned subsidiary of 
Schering-Plough Corporation. As a result of the 
merger, Applicant no longer has any public security 
holders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16029/July 16, 1979 


Administrative Proceeding File No. 3-5779 
In the Matter of 


EDP MARKETING CORPORATION 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 
1979 to request a hearing on an application of EDP 
Marketing Corporation, (the ‘‘Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
for an order exempting the Applicant from the 
reporting requirements of Section 15(d) of the 1934 
Act since as the result of a merger the Applicant 
became a wholly-owned subsidiary of Greyhound 
Computer Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16030/July 16, 1979 


Administrative Proceeding File No. 3-5643 
In the Matter of 
BEECH CREEK RAILROAD COMPANY; 


CLEVELAND, CINCINNATI, CHICAGO AND ST. 
LOUIS RAILWAY COMPANY; 


CLEVELAND AND PITTSBURGH RAILWAY 
COMPANY; 


MICHIGAN CENTRAL RAILROAD COMPANY; 


NORTHERN CENTRAL RAILWAY COMPANY; 


PHILADELPHIA, BALTIMORE AND WASHING- 
TON RAILROAD COMPANY; 


PITTSBURGH, FORT WAYNE AND CHICAGO 
RAILWAY COMPANY; 


PITTSBURGH, YOUNGSTOWN AND ASHTA- 
BULA RAILWAY COMPANY; 


UNITED NEW JERSEY RAILROAD AND CANAL 
COMPANY 


File No. 81-437 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested person until August 7, 
1979 to request a hearing on an application filed by 
Beech Creek Railroad Company; Cleveland, Cincin- 
nati, Chicago and St. Louis Railway company; 
Cleveland and Pittsburgh Railway Company; 
Michigan Central Railroad Company; Northern 
Central Railroad Company; Philadelphia, Baltimore 
and Washington Railroad Company; Pittsburgh, Fort 
Wayne and Chicago Railway Company; Pittsburgh, 
Youngstown and Ashtabula Railway Company; 
United New Jersey Railroad and Canal company (the 
“Applicants”), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting the Applicants from the provisions of 
Section 13 of the Act. 


Each of the Applicants was organized as a railroad 
corporation between 1836 and 1916. The Applicants 
or a predecessor thereto leased all of their rail 
properties to a predecessor of the Penn Central 
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Transportation Company (‘‘PCTC’”) between 1869 
and 1930. On June 21, 1970, PCTC entered reorgani- 
zation proceedings and discontinued rental payments 
to the Applicants. In 1973, the Applicants also filed 
for reorganization. On March 17, 1978 the 
Reorganization Court approved a plan of reorganiza- 
tion for PCTC and each of the Applicants (the 
“Plan’’) and directed that it be submitted to the 
creditors, claimants and stockholders of each class 
entitled to vote thereon. The Plan was approved by 
all classes entitled to vote except for three classes of 
stock of one Applicant (Pittsburgh, Fort Wayne and 
Chicago Railway Company), with respect to which 
the Reorganization Court found that the Plan made 
adequate provisions for their fair and equitable 
treatment. On October 24, 1978 the Applicants 
became wholly-owned subsidiaries of The Penn 
Central Corporation (the new name of reorganized 
PCTC) and the former public bondholders and 
stockholders of the Applicants become bondholders 
and stockholders of The Penn Central Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16031/July 16, 1979 


Administrative Proceeding File No. 3-5770 
In the Matter of 
MARATHON ENTERPRISES, INC. 


(81-511) 


APPLICATION PURSUANT TO SECTION 12(h) OF 
THE 1934 ACT 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 
1979 to request a hearing on an application by 
Marathon Enterprises, Inc. (the ‘‘Applicant’’) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, for an order exempting the Applicant 
from the reporting requirements of Sections 13 and 
15(d) of that Act. 


The Applicant is a wholly-owned subsidiary of 
Charmont Delaware, Inc. as the result of a merger. 


. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16032/July 16, 1979 


Administrative Proceeding file No. 3-5751 
In the Matter of 


ELECTRONIC ARRAYS, INC. 
APPLICATION PURSUANT TO SECTION 12(h) 


File No. 81-516 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 
1979 to request a hearing on an application by 
Electronic Arrays, Inc. (the ‘‘Applicant’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act’’), for an order exempting 
the Applicant from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


The Applicant states that as a result of a merger on 
December 6, 1979, it became an indirect wholly- 
owned subsidiary of Nippon Electric Co., Ltd., and all 
its outstanding common stock was converted into the 
right to receive a cash paymnt of $5 per share. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16033/July 16, 1979 


Administrative Proceeding File No. 3-5780 


In the Matter of 


WASKO GOLD PRODUCTS CORP. 


File No. 81-460 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 





a notice giving interested persons until August 7, 
1979 to request a hearing on an application by Wasko 
Gold Products Corp., (‘‘Applicant’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an order exempting Applicant from the provisions 
of Sections 13 and 15(d) of that Act. 


The Applicant, whose common stock is now 99% 
owned by Roneu Jewelers, Inc., no longer has any 
actively-traded securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16034/July 16, 1979 


Administrative Proceeding File No. 3-5772 
In the Matter of 

GARDNER-DENVER COMPANY 

File No. 81-546 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until August 7, 
1979 to request a hearing on an application by 
Gardner-Denver Company (‘‘Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an order exempting Applicant from the provisions 
of Section 15(d) of that Act. 


On April 30, 1979, Applicant became a wholly-owned 
subsidiary of Cooper Industries, Inc. Applicant’s 
stock is no longer publicly held. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16035/July 16, 1979 


Administrative Proceeding File No. 3-5782 


In the Matter of 


EXECUTONE, INC. 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice ‘giving interested persons until August 7, 
1979 to request a hearing on an application by 
Executone, Inc. (‘Applicant’), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting Applicant from the provisions of 
Sections 13 and 15(d) of that Act. 


On April 20, 1979, Applicant became a wholly-owned 
subsidiary of Continental Telephone Corporation. 
Applicant’s stock is no longer publicly held. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16036/July 17, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (par value $1) of DREW NATIONAL 
CORPORATION from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16037/July 17, 1979 


In the Matter of 
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MIDWEST STOCK EXCHANGE, INC. 
210 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-78-4) 


NOTICE OF FILING OF AMENDMENT TO 
PROPOSED RULE CHANGE AND ORDER APPROV- 
ING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’); notice is hereby given that on May 18, 1979, 
the Midwest Stock Exchange, Inc.) (“MSE”) filed with 
the Commission copies of an amendment to a 
proposed rule change (File No. SR-MSE-78-4) which 
would revise its rules (Article XI, Rules 7-10 of the 
MSE Rules) requiring MSE members to carry Broker's 
Blanket Bonds (fidelity bonds) covering their officers, 
employees and partners. 


The proposed rule nye. as originally submitted 
(the “Original Proposal’’), ' would have: (a) decreased 
the amount of coverage required to be carried by 
members whose required net capital is one million 
dollars or less; (b) changed the formula for 
computing the size of allowable deductible provision; 
(c) provided that, in certain cases, the amount of the 
deductible is to be counted as a charge against the 
member’s net worth for purposes of the MSE’s net 
capital rule; (d) required that each member of the 
MSE use a form of fidelity bond approved by the 
MSE; (e) required that coverage under the bonds be 
extended to limited partners who act as employees as 
well as to certain other enumerated persons; and (f) 
extended the time limits for making any required 
adjustments in the requisite amount of coverage. 


In addition, the original proposal revised the general 
method of annually computing the requisite amount 
of coverage so as to possibly lower that amount and 
created a special computation formula for members 





INotice of the original proposal was given by 
issuance of a Commission Release, Securities 
Exchange Act Rel. No. 14880 (June 22, 1978), and by 
publication in the Federal Register, 43 FR 28273 
(June 29, 1978). 


1320/SEC DOCKET 


entering their second year of business, based upon 
the member's average required net capital during the 
preceding twelve months. The amendment to the 
proposed rule change revises the special formula 
applicable to members entering their second year of 
business so as to base that formula on the highest 
(rather than average) required net capital during the 
preceding twelve months, and eliminates the 
proposed change in the general method of annually 
computing the requisite amount of coverage. 


The MSE states that the purpose of the proposed rule 
change, as amended, is to generally conform the 
MSE fidelity bonding rule to that of the National 
Association of Securities Dealers, Inc. (“NASD”), 
NASD Rules of Fair Practice, Art. Ill, Sec. 32, so as 
to facilitate implementation of the provisions of the 
plan for allocating regulatory responsibilities between 
the MSE and NASD which was submitted pursuant 
to 17 CFR 8240.17d-2 (the ‘‘NASD/ MSE 17d-2 Plan’’) 
and approved conditionally by the Commission on 
September 26, 1978. 


Interested persons are invited to submit written data, 
views and arguments concerning the proposed rule 
change, as amended, within 21 days from the date of 
this publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-78-4. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 





2Securities Exchange Act Rel. No. 15191 (September 
26, 1978). 





The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
national securities exchange, and in particular, the 
requirements of Section 6 and the rules and 
regulations thereunder. Among other things, that 
Section permits a registered securities association to 
deny membership to or condition the membership of 
a registered broker or dealer if it does not meet such 
standards of financial responsibility as are prescribed 
by the rules of the exchange. The Commission 
believes that the proposed rule change may facilitate 
the attainment of that objective in a manner which is 
not designed to permit unfair discrimination among 
brokers and dealers. In addition, the Commission 
believes that the effect of the proposed rule change 
may be to reduce unnecessary burdens on competi- 
tion by facilitating the ability of small broker- 
dealers to obtain adequate bonding insurance at a 
reasonable price and by assisting in the implementa- 
tion of the NASD/ MSE 17d-2 Plan which is designed, 
among other things, to reduce unnecssary regula- 
tory duplication. 


The Commission finds good cause for approving the 
proposed ruie change, as amended, prior to the 
thirtieth day after the date of publication of notice of 
filing thereof. The proposed rule change, as 
amended, generally conforms the MSE fidelity 
bonding rule to the already existing NASD rule. A 
proposed rule change with respect to the NASD 
bonding rule was recently approved by the Commis- 
sion.’ No comments were received with respect to 
that proposed change; nor have comments been 
received with respect to the MSE’s original proposal. 
The Commission believes that approval of the 
proposed rule change may facilitate the implementa- 
tion of the NASD/ MSE 17d-2 Plan and thus assist in 
the realization of the goals of that plan. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above, as amended, be, and it hereby is, 
approved. 





3Securities Exchange Act Rel. No. 15909 (June 11, 
1979), 44 FR 35331 (June 17, 1979). 


4Securities Exchange Act Release No. 15191 at 19 
(September 26, 1978). 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16038/ July 18, 1979 


File No. SR-NYSE-79-23 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NEW YORK STOCK EXCHANGE, INC. 


The New York Stock Exchange, Inc. (“NYSE”) sub- 
mitted on June 21, 1979, a proposed rule change 
under Rule 19b-4 to adopt a set of rules that would 
conform its present rules on arbitration! to the 
uniform Arbitration Code (‘’Code’’),“ which was 





1For the NYSE’s current arbitration rules, see NYSE 
Constitution, Article Vill, and NYSE Rules 480-492B. 


2The Code was published on December 28, 1978, as 


the “Second Report of the Securities Industry 
Conference on Arbitration to the Securities and 
Exchange Commission.”” The Commission has not 
formally approved or disapproved the Code, and self- 
regulatory organizations seeking to adopt the Code or 
portions thereof must comply with the rule filing 
procedures of Section 19(b) of the Act and the rules 


and regulations thereunder. 
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drafted by the Securities Industry Conference on 
Arbitration (“SICA”).3 


The stated purpose of this proposal is to provide 
investors with a simple and inexpensive procedure for 
resolution of their controversies with broker-dealers. 
Further, the proposal anticipates that the Code will be 
adopted by other self-regulatory organizations 
thereby providing a uniform system of arbitration 
throughout the securities industry. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 16, 
1979. In order to assist the Commission to determine 
whether to approved the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-NYSE-79-23. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 





3SICA was organized on April 15, 1977, pursuant to 
the Commission’s stated position that there was a 
need to implement a “nationwide investor dispute 


Ld 


resolution system.” See Securities Exchange Act 
Release No. 12528 (June 9, 1976}, 9 SEC Docket 833 
(June 23, 1976), 41 FR 23803 (June 11, 1976); Secu- 
ritiles Exchange Act Release No. 13470 (April 26, 
1977), 12 SEC Docket 186 (May 10, 1977), 42 FR 
23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, Incor- 
porated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the 
Municipal Securities Rule making Board; the National 
Association of Securities Dealers, Inc.; the Pacific 
Stock Exchange, Incorporated; the Philadelphia 
Stock Exchange, Inc. (all ten of which are 
self-regulatory organizations) as well as the Securities 
Industry Association (a trade association) and three 
public representatives. 
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proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change which are filed 
with the Commission and any person other than 
those which may be withheld from the public in 
accordance with the provisions of 5 U.S.C. §552, will 
be available for inspection and copying at the 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16039/July 18, 1979 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘Exchange Act’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:45 a.m. (EDT) on 
July 18, 1979 and terminating at midnight (EDT) on 
July 27, 1979 of the securities of Strawberry Valley 
Estates of the Ozarks (‘‘SEVO”), a Utah corporation 
with principal executive offices located at 127 East 
Liberty Street, Reno, Nevada 89501. 


The Commission suspended trading in the securities 
of SVEO because there appears to be a lack of 
current adequate and accurate public information 
about the operations and financial condition of 
SVEO. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 





the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as 
he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16040/July 18, 1979 


In the Matter of 

PACIFIC STOCK EXCHANGE INCORPORATED 
(SR-PSE-79-8) 

ORDER APPROVING PROPOSED RULE CHANGE 


On June 4, 1979, the Pacific Stock Exchange 
Incorporated filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “‘Act’) and Rule 
19b-4 thereunder, copies of a proposed rule change 
which would clarify the timing of the implementation 
of an options trading halt in the event of a regulatory 
halt in the underlying security. The proposed change 
would amend PSE Rule Vi, Section 37, to provide 
that whenever a regulatory halt takes place in the 
underlying security on an exchange where more than 
50 percent of the total volume over the past six 
months has been traded, trading in the options class 
also will be halted. 


Notice of the proposed rule change together with the 


terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-15910, June 
11, 1979) and by publication in the Federa/ Register 
(44 FR 34679, June 15, 1979). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to options 
exchanges, and, in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21145/July 17, 1979 


In the Matter of 


SCOPAR INTERNATIONAL, INC. 
316 Aragon Avenue 
Coral Gables, Florida 33134 


(31-771) 


NOTICE OF APPLICATION FOR EXEMPTION 
PURSUANT TO SECTION 3(a)(5) 


NOTICE IS HEREBY GIVEN that Scopar Inter- 
national, Inc. (“Scopar’), a holding company, has 
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filed an application for exemption pursuant to Section 
3(a)(5) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’). All interested persons are referred to 
the application, which is summarized below, for a 
description of Scopar and its subsidiary and a 
statement as to the basis upon which an exemption is 
requested. 


Scopar, a Delaware corporation, is engaged through 
its wholly-owned subsidiary, Empresa Electrica Del 
Ecuador, Inc. (‘‘Emelec’’), a Maine corporation, in the 
generation, transmission and sale of electricity solely 
in the Republic of Ecuador. In 1978, Scopar and its 
subsidiary reported operating income of $30,006,339 
(5.47% of which represented administrative, purchas- 
ing, engineering and consulting services rendered to 
Emelec by the parent and other affiliated companies) 
and net income of $3,300,323. 


Scopar’s principal business is that of a holding 
company for Emelec, and it has no other subsidiary 
companies. Neither Emelec nor Scopar owns or 
operates any facilities used for the generation, 
transmission, or distribution of electric energy in the 
United States. Scopar’s financial statement shows 
that it is not and derives no material part of its 
income, directly or indirectly, from any one or more 
subsidiary companies which are, a company or 
companies any part of the business of which within 
the United States is that of a public utility company 
within the meaning of the Act. 


Section 3(a)(5) provides that the Commission shall 
exempt a holding company and its subsidiaries if 


“such holding company is not, and derives 
no material part of its income, directly or 
indirectly, from any one or more subsidiary 
companies which are, a company or 
companies the principal business of which 
within the United States is that of a 
public-utility company.” 


Scopar states that, on the basis of the facts stated in 
its application and summarized herein, it is entitled to 
an exemption under Section 3(a)(5). Section 3(a) 
provides that the Commission shall grant an applica- 
tion for exemption “unless and except insofar as it 
finds the exemption detrimental to the public interest 
or the interest of investors and consumers*™*.” 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 10, 1979, request 
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in writing that a hearing be heid on such matter 
stating the nature of interest, the reasons for such 
request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the application 
as filed or as it may be amended, may be granted in 
the manner provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act or the 
Commission may take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
notice of the date of hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21146/ July 17, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 


New Orleans, Louisiana 70112 


MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-6051) 





NOTICE OF PROPOSAL BY SUBSIDIARY TO ISSUE 
COMMON STOCK TO PARENT 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (‘Middle South’’) a registered holding 
company, and Middle South Energy, Inc. (‘‘MSEI’’), 
a wholly owned subsidiary of Middle South, have 
filed a post-effective amendment to an application- 
declaration previously filed with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Sections 6(a), 7, 9(a), 10 
and 12(f) of the Act and Rule 43 promulgated there- 
under as applicable to the proposed transaction. All 
interested persons are referred to the amended 
application-declaration, which is summarized below, 
for a complete statement of the proposed 
transaction. 


By Commission order dated December 20, 1977 
(HCAR No. 20327), MSEI was authorized to issue 
and sell to Middle South, and Middle South was 
authorized to purchase, from time to time, through 
and including December 31, 1978, 75,000 shares of 
MSEl’s presently authorized but unissued common 
stock, no par value (‘New Common Stock’), at a 
price of $1,000 per share for an aggregate cash 
purchase price of $75,000,000. 


Sales of Common stock aggregating 53,000 shares 
occurred during 1978. By Commission order dated 
December 27, 1978 (HCAR No. 20849), MSE! was 
authorized to issue and sell to Middle South, and 
Middle South was authorized to purchase (i) from 
time to time, through and including June 30, 1979, 
up to 10,000 shares of the common stock which were 
unsold as of December 31, 1978 (‘‘Carryover 
Shares’’), and (ii) from time to time, through and 
including December 31, 1979, ujp to 75,000 additional 
shares of MSEI’s authorized but unissued common 
stock, no par value (“New Common Stock’”’). 


As of June 22, 1979 MSEI had sold all of the 
Carryover Shares and 31,800 shares of the New 
Common Stock to Middle South. 


It is now stated that, based upon MSEI’s revised 
estimate of cash requirements for the remainder of 
1979 and during the first half of 1980, in addition to 
the 43,200 shares of the New Common Stock which 
were unsold as of June 22, 1979, it may be 
necessary for MSEI to issue and sell to Middle South 
during the remainder of 1979 and during the first half 
of 1980, an aggregate of 50,000 additional shares of 


its authorized but unissued common stock, no par 
value (‘‘Additional Shares’’). 


MSEI is authorized by its articles of incorporation to 
issue up to 1,000,000 shares of its common stock, no 
par value, and as of June 22, 1979, MSEl had issued 
and sold an aggregate of 313,800 shares of its 
common stock, no par value to Middle South for an 
aggregate cash consideration of $313,800,000. 


MSEI proposes to issue and sell to Middle South up 
to such 50,000 shares of Additional Shares from time 
to time through June 30, 1980, at a price of $1,000 
per share for an aggregate cash purchase price of 
$50,000,000. 


Sales of the Additional Shares will be timed to 
coincide with MSEI’s cash needs which are primarily 
determined by the nature and pace of the 
construction work on the Grand Gulf Project. Each 
such sale will be reported to the Commission by a 
Certificate filed pursuant to Rule 24. 


MSEI will apply the proceeds of sales of Additional 
Shares to costs incurred by it in the construction of 
the Grand Gulf Project. 


To the extent funds are required from external 
sources to acquire the Additional Shares, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured short-term promissory notes 
issued under a revolving credit agreement dated June 
29, 1978 with a group of banks headed by 
Manufacturers Hanover Trust Company, New York, 
New York, as authorized by the Commission’s order 
dated June 15, 1978 (HCAR No. 20593), or through 
extensions thereof or such other forms of financing 
as may be approved by the Commission. 


Sale of the Carryover Shares and the Additional 
Shares will enable MSEI to continue construction of 
the Grand Gulf Project and to maintain capitalization 
ratios required under various agreements, including 
its Restated and Amended Bank Loan Agreement 
with a group of lending banks and its Mortgage and 
Deed of Trust dated June 15, 1977. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,000, consisting entirely of legal fees. 
It is stated that no state or federal commission, other 
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than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 10, 1979, request 
in writing that a hearing be hold on such matter 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-ceclarants at the above-stated 
address, and proof of service (by affidavit or in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices or orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ment thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21147/July 18, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 

Roanoke, Virginia 24009 

(70-6328) 
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NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS TO INSURANCE 
COMPANY PURSUANT TO CLAIMED EXEMPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (‘‘Appalachian’’), an electric utility 
subsidiary of American Electric Power Company, 
Inc., a registered holding company, has filed with this 
Commission an application-declaration pursuant to 
the Public Utility Holding Company Act of 1934 
(“Act’’), designating Sections 6(b) and 12(c) of the 
Act and Rules 42(b) and 50(a)(2) promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposal transaction. 


Appalachian proposes to issue and sell by private 
placement $35,000,000 aggregate principal amount of 
its first mortgage bonds (““Bonds’’). The Bonds will 
be sold at par, will mature August 1, 1989, will bear 
interest payable semiannually at a rate of 10.9% per 
annum, will be subject to a sinking fund requiring the 
annual redemption of $1,750,000 principal amount 
commencing August 1, 1984, and will be sold to the 
Equitable Life Assurance Society of the United 
States. The Bonds will not be redeemable prior to 
August 1, 1984, if such redemption is for the purpose 
of refunding them, directly or indirectly, through the 
use of borrowed funds having an effective interest 
cost less than the effective interest cost of theBonds. 


The Bonds will be issued under and secured by 
Appalachian’s mortgage and deed of trust, dated as 
of December 1, 1940, as supplemented and amended 
and as to be further supplemented and amended by a 
supplemental indenture. The net proceeds from the 
sale of the Bonds will be used to pay at maturity the 
$35,000,000 principal ariount of Appalachian’s first 
mortgage bonds, 7-1/4% Series, due September 1, 
1979. 


Appalachian claims exemption from the competitive 
bidding requirements of Rule 50 for its sale of the 
Bonds pursuant to Rule 50(a)(2). It states that the 
Bonds will have a maturity of less than ten years, will 
be issued to an institutional investor and that no 
finder’s or other fee is to be paid to a third person in 
connection with the sale of the Bonds. Appalachian 
further claims that the terms of the Bonds compare 
favorably with the terms of its most recent sale at 
competitive bidding of first mortgage bonds due 
May 1, 1987, which bonds were sold (pursuant to 





order dated May 7, 1979 (HCAR No. 21040) at an 
effective interest cost of 11.15% 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that the State Corporation 
Commission of Virginia and the Public Service Com- 
mission of Tennessee have jurisdiction over the 
proposed transaction, and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction thereover. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than August 14, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such Rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21148/July 18, 1979 


In the Matter of 


CENTRAL AND SOUTH WEST FUELS, INC. 
P.O. Box 10773 
Golden, Colorado 80401 


CENTRAL POWER AND LIGHT COMPANY 
P. O. Box 2121 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
212 East 6th Street 
Tulsa, Oklahoma 74119 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


(70-6320) 


SUPPLEMENTAL NOTICE OF PROPOSED INDEM- 
NITY AGREEMENTS CONCERNING FUEL SUB- 
SIDIARY’S MINING ACTIVITES 


NOTICE IS HEREBY GIVEN that Central Power and 
Light Company (“CPL”), Public Service Company of 
Oklahoma (“PSO”), Southwestern Electric Power 
Company (SWEPCO”), and West Texas Utilities 
Company (‘‘WTU”), each an electric utility subsidiary 
of Central and South West Corporation, a registered 
holding company, together with Central and South 
West Fuels, Inc. (‘“CSWF”), a fuel subsidiary of CPL, 
PSO, SWEPCO and WTU, have filed with this 
Commission a declaration and an amendment thereto 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Section 12(b) of the Act 
and Rules 45(b), 90 and 91 promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the declaration, as 
amended, which is summarized below, for a 
complete statement of the proposed transaction. 


By order dated August 2, 1978 (HCAR No 20658), 
this Commission authorized the creation of CSWF, 
with CPL, PSO and SWEPCO each owning 30% of 
CSWF’s common stock and WTU owning the 
remaining 10%. CSWF conducts nonpetroleum fuel 
exploration, acquisition and development activities as 
agent for its owners pursuant to orders issued in File 
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No. 70-6235. As part of this fuel exploration and 
development program, CSWF contemplates engag- 
ing in mining activity in a number of states which 
require, as a prerequisite to the commencement of 
such activity, the posting by CSWF of a bond 
indemnifying the state against potential losses due to 
CSWF'’s failure to restore any mined property to its 
original condition. By notice dated June 1, 1979 
(HCAR No. 21078), declarants sought authorization 
for arrangements under which CSWF would procure 
a master bond from St. Paul Fire & Marine Insurance 
Company (“’St. Paul’) to cover all its operations, and 
CPL, PSO, SWEPCO and WTU would enter into 
separate general agreements indemnifying St. Paul 
for 30%, 30%, 30%, and 10%, respectively, of the 
total of any liability incurred by St. Paul in its position 
as surety for CSWF under such master bond. 


By amendment to their filing declarants state that a 
master bond arrangement is not feasible and that it 
would be desirable for CSWF to obtain separate 
quotes from various carriers on each job site (or 
series of sites). Therefore CPL, PSO, SWEPCO and 
WTU each request authorization to execute and 
deliver from time to time one or more indemnity 
agreements indemnifying the bonding sureties for 
30%, 30%, 30%, and 10%, respectively, of the total 
amount of any liability incurred by such surety in its 
position as surety for CSWF under a bond covering 
CSWF’s operations. Such authorization would 
extend indefinitely as long a CSWF is authorized to 
conduct operations for its owners. 


The authorization given in connection with the fuel 
exploration, acquisition and development activities in 
File No. 70-6235 provides that the costs incurred by 
CSWF in the development of a given property be 
apportioned among its owners not on the basis of 
their ownership interest in CSWF, but rather on the 
basis of their ownership interests in that one 
property. Accordingly, should the owners be called 
upon to fulfill their obligations under the proposed 
indemnity agreements (under which agreements their 
liability would be proportionate to their ownership 
interests in CSWF), CPL, PSO, SWEPCO and WTU 
would reimburse each other as necessary to render 
each company’s loss in connection with a particular 
mining operation proportionate to its ownership 
interest in that mining operation. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,700, including legal fees of $500. It is stated that 
no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 14, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration, as amended, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarants at the 
above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as amended or 
as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
form such Rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21149/July 19, 1979 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 

New york, New York 10020 

CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 


CNG PRODUCING COMPANY 





CNG RESEARCH COMPANY 
CONSOLIDATED GAS SUPPLY CORPORATION 


CONSOLIDATED NATURAL GAS SERVICE 
COMPANY, INC. 


CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 


(70-6300) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING PROPOSED LONG-TERM BANK FI- 
NANCING BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Consolidated 
Natural Gas Company (‘’Consolidated’’), a registered 


holding company, and certain of its subsidiary 
companies, CNG Coal Company, CNG Development 
Company Ltd., CNG Producing Company, CNG 
Research Company, Consolidated Gas Supply 
Corporation, Consolidated Natural Gas Service 
Company, Inc., Consolidated System LNG Company, 
The East Ohio Gas Company, The Peoples Natural 
Gas Company, The River Gas Company, and West 
Ohio Gas Company have filed with this Commission 
a post-effective amendment to the application- 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (‘‘Act’’) regarding the following proposed 
transactions. All interested persons are referred to the 
amended application-declaration, which is sum- 
marized below, for a complete statement of the 
proposed transactions. 


By order in this proceeding dated July 2, 1979 (HCAR 
No. 21129), Consolidated and its subsidiary com- 
panies, among other things, were authorized to 
engage in certain intrasystem financing. Jurisdiction 
was reserved over the proposed transactions as to 
which the record was not yet complete, namely the 
long-term borrowings of Gas Supply, the long-term 
borrowings of River and East Ohio, the stock 
issuance of River, and the long-term borrowings of 
Peoples. 


Consolidated now proposes to issue and sell, 
pursuant to a Credit Agreement with Chase 
Manhattan Bank, N.A. (“Chase’’), acting for itself 
and as agent for various other banks, its notes up to 
a maximum of $75,000,000 outstanding at any one 
time for up to eight years. The bank loans will be in 
the form of revolving credits commencing September 
4, 1979, or as soon thereafter as Commission 
approval is received, and may be converted to 
four-year term loans on September 1, 1983. During 
the revolving credit period, each bank agrees to make 
loans to Consolidated .from time to time to and 
including August 31, 1983, up to such bank’s 
commitment under the Credit Agreement. During 
such period Consolidated may borrow, pay or repay, 
and reborrow up to each banks’ commitment. Con- 
solidated will have the right at any time upon five 
New York business days’ notice to Chase, as agent, 
to terminate entirely or. reduce the aggregate com- 
mitments of the banks. Each loan during the 
revolving credit period will be evidenced by a 
Revolving Credit note. Interest will be at the prime 
commercial lending rate. of Chase and payable 
quarterly. A commitment fee of 1/2 of 1% per annum 
will be charged on the unused portion of the 
revolving credit commitment. 


Under the terms of the Credit Agreement, each bank 
agrees to make a four-year term loan to Consolidated 
on September 1, 1983 (the “Conversion Date’), in an 
amount not exceeding such bank’s commitment on 
the date of such loan. Each term loan will be 
evidenced by Consolidated’s Term Note maturing as 
to principal in eight equal semi-annual installments, 
commencing March 1, 1984. The final maturity of the 
last maturing installment of the Term Notes will be 
not later than September 1, 1987. Interest on each 
Term Note will be computed at a rate per annum of 
1/4 of 1% above the prime commercial lending rate 
in effect at Chase from time to time to and including 
August 31, 1985, and 1/2 of 1% from September 1, 
1985, to maturity. 


The proposed borrowings by Consolidated will be 
used to finance, in part, the 1979 capital expenditures 
of its subsidiary companies, presently estimated at 
$185,000,000. The original application-declaration 
provided that following this proposed $75,000,000 of 
bank financing by Consolidated, the interim open 
account advances to subsidiary companies, to the 
extent outstanding, will be converted into long-term 
financing of such subsidiary companies as proposed, 
and thereafter loans to subsidiary companies for 
capital expenditures will be evidenced by such 
long-term financing. With regard to such long-term 
financing of the subsidiary companies, it is now 
stated that during the revolving credit period under 
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Consolidated’s Credit Agreement with the banks, the 
loans to subsidiary companies for capital expendi- 
tures will be in the form of open account advances 
payable to Consolidated on or before September 1, 
1983. Following the conversion by Consolidated of its 
revolving credit into term loans under the Credit 
Agreement, such open account advances to 
subsidiary companies shall be converted into Term 
Notes of such subsidiary companies with maturities 
substantially the same as Consolidated’s related term 
loans under the Credit Agreement. Said open 
account advances and Term Notes will bear interest 
at a rate predicated on and substantially equal to the 
effective cost of money to Consolidated. 


Consolidated requests authorization to file certificates 
of notification under Rule 24 on a quarterly basis. 


The fees and expenses to be incurred in connection 
with the proposed issuance and sale of notes to 
banks by Consolidated are estimated at $21,000, 
including legal fees of $10,000. It is stated that no 
state or federal commission, other than this Commis- 
sion, has jurisdiction over the proposed notes. 


NOTICE IS FURTHER.GIVEN that any interested 
person may, not later than August 15, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
post-effective amendment which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
now amended or as it may be further amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING ACT OF 1935 
Release No. 21150/July 19, 1979 


In the Matter Of 


CENTRAL AND SOUTH WEST CORPORATION 
CENTRAL AND SOUTH WEST SERVICES, INC. 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa Oklahoma 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6163) 


ORDER AUTHORIZING SHORT-TERM BORROWING 
LEVELS 


Central and South West Corporation (“CSW”), a 
registered holding company, and five of its subsidi- 
aries, Central Power and Light Company (“CPL”), 
Southwestern Electric Power Company 
(‘‘SWEPCO”’), West Texas Utilities Company 
(“WTU”), Public Service Company of Oklahoma 
(““PSO’’) and Central and South West Services, Inc. 
(“CSWS”) (collectively the ‘‘subsidiaries’’) have filed 
with this Commission post-effective amendments to 
their application-declaration previously filed and 
amended in this matter pursuant to Sections 6, 7, 9(a), 





10, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“‘Act’’) and Rules 43, 45 and 50 
promulgated thereunder concerning the following 
proposed transactions. 


By orders dated June 30, 1978, October 27, 1978, 
March 29, 1979, May 9, 1979, and June 14, 1979 
(HCAR Nos. 20608, 20749, 20978, 21041 and 21104), 
applicants-declarants were authorized to incur short- 
term borrowings through December 31, 1979, in an 
aggregate collective amount of $200,000,000 and in 
the following individual amounts: CSW, $200,000,000; 
CPL, $71,000,000; PSO, $74,000,000; SWEPCO, 
$60,000,000; WTU, $25,000,000; and CSWS, 
$2,000,000. 


The short-term borrowings are pursuant to a CSW 
System money pool (“money pool’) under which 
applicants-declarants coordinate their short-term 
borrowings and make borrowings outside the money 
pool from banks and through the issuance of commer- 
cial paper. The money pool consists of funds from the 
following sources: (i) surplus funds of CSW; (ii) 
surplus funds of any of the subsidiaries; (iii) 
borrowings by CSW or the subsidiaries from banks; 
and (iv) proceeds from CSW’s sales of commercial 
paper. 


CSW administers the money pool by matching up, to 
the extent possible, short-term cash surpluses and 
loan requirements of itself and its subsidiaires. 
Subsidiary requests for short-term loans are met first 
from surplus funds of the other subsidiaries which are 
available to the money pool and then from CSW’s 
corporate funds, to the extent available. When these 
sources of funds are insufficient to meet short-term 
loan requests, borrowings are made from outside the 
system. CSW is authorized to issue and sell its 
commercial paper to commercial paper dealers at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and maturity 
sold by issuers to commercial paper dealers, and at an 
interest cost not exceeding the effective cost of 
money for unsecured prime rate commercial bank 
loans prevailing on the date of issue of such commer- 
cial paper. 


CSW and its subsidiaries are also authorized, in the 
event that such borrowings would produce a lower 
effective cost of money than the issuance by CSW of 
its commercial paper, to borrow from banks to meet 
short-term borrowing needs which could not be met 
by the money pool. Such bank borrowings are also 
authorized even when the cost of such borrowings is 
not less than the cost of equivalent borrowings 
through the money pool if and only to the extent that 
such bank requires that the borrowings be made as a 
condition of maintaining the subsidiary’s line of credit 
with the bank, subject to an aggregate limit at any one 
time outstanding of $10,000,000 for all such bank 
borrowings and of $5,000,000 for any one subsidiary. 


The interest rate applicable to all loans of surplus 
funds through the money pool is the rate published in 
The Wall Street Journal for commercial paper placed 
directly by a major finance company and having a term 
most nearly equal to the term of the particular money 
pool loan in question. The interest rate applicable to 
the funds borrowed by CSW from external sources 
and loaned through the money pool is equal to CSW’s 
net cost for the external borrowings. 


By post-effective amendments applicants-declarants 
seek authorization (1) to change the banks from which 
they may make short-term borrowings; (2) to increase 
the aggregate borrowing limits for all companies 
except CSW; and (3) to extend the period within 
which they may make such borrowings through 
December 31, 1980. 


Concerning the proposed change in banks from which 
they may take short-term borrowings, it is stated that 
applicants-declarants have made arrangements for the 
bank lines set forth in the table below. Borrowings are 
at the prime rate in all cases except for loans from 
First National Bank in Dallas, Republic National Bank, 
Irving Trust Company, Security Pacific National Bank, 
Citibank and Chemical Bank, in all cases the rate being 
107% of prime, and except for loans from the trust 
departments of Texas Commerce Bank, Merchantile 
National Bank at Dallas, Republic National Bank and 
First City National Bank of Houston, the details of 
which are set forth following the table. 
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Bank 


Amount of Line 


Compensation Basis 





Bankers Trust Company $ 
First National Bank of Chicago 
First National Bank in Dallas 


Republic National Bank 
Irving Trust Company 


Marine Midland Bank 
Mercantile-Safe Deposit & Trust Co. 
Security Pacific National Bank 


Citibank 

Chemical Bank 

Bank of Delaware 

First National Bank of Denver 
Harris Trust & Savings Bank 
First City Bank of Dallas 


Service Area Banks 





CPL (23 local banks) $ 
PSO (2 local banks) 

SWEPCO (37 local banks) 

WTU (6 local banks) 


25,000,000 
15,000,000 
6,500,000 


5,000,000 
5,000,000 


5,000,000 
5,000,000 
5,000 ,000 


5,000 ,000 
5,000,000 
4.500,000 
3,000,000 
2,000,000 
2,000,000 


39 ,939 ,000 
10,000,000 
24,215,000 
113875000 





Total 


Balances a/ 

Balances a/ 

$4 million balances a/ 

& $2.5 million fees b/ 
$2.5 million balances a/ 
& $2.5 million fees b/ 
$2.5 million balances a/ 
& $2.5 million fees b/ 
Balances a/ 

Fees c/ 

$2.5 million balances a/ 
& $2.5 million fees b/ 
Fees b/ 

Fees h/ 

Balances 

Ba..ances 

Balances 

Balances a, 


Balances 
Balances 
Balances 
Balances 4a, 


$178,929,000 








a) Balances maintained in support of lines of credit are 
generally non-segregated working funds of applicants- 
declarants and are not restricted as to withdrawal. 
These non-segregated balances generally aggregate 
approximately 10% of the line of credit, Substantial 
usage under these lines of credit could result in 
increased compensating balance requirements. 


In addition to the above, applicants-declarants have 
made arrangements for borrowings of up to 
$10,000,000, $5,000,000, $5,000,000 and $10,000,000 
from funds managed by the trust departments of 
Texas Commerce Bank, Mercantile National Bank at 
Dallas, Republic National Bank and First City National 
Bank of Houston, respectively. The Texas Commerce 
Bank trust fund borrowings would be evidenced by 
notes payable on demand or a stated maturity date not 
exceeding six months from date of issuance and 
would bear interest at a rate equal to the 90-day rate 
on General Motors Acceptance Corporation's 
commercial paper, or, if CSW has outstanding 
commercial paper with 90- to 180-day maturity, at the 
highest effective rate to the ultimate purchasers of 
such paper. The Mercantile Bank at Dallas, Republic 
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b) Line or designed portion thereof is supported by 
fee equal annually to 7% of principal amount times the 
prime rate. 


c) Line or designated portion thereof is supported by 
fee equal annually to 1/2 of 1% of principal amount. 


National Bank and First City National Bank of Houston 
trust fund borrowings would be evidenced by notes 
payable on demand and would bear interest at a rate, 
equal to the highest annual interest rate on 30- to 
179-day commercial paper placed by a major finance 
company as reported in The Wall Street Journal. 


The cost of compensating balances and fees paid to 
banks to maintain credit lines are initially allocated to 
the subsidiaries on the basis of 10% to WTU and 30% 
each to CPL, PSO and SWEPCO, and such costs are 
retroactively reallocated at the end of each calendar 
year on the basis of relative maximum outstanding 
short-term borrowings of each company (including 
CSW when it borrows for its own corporate needs). 
Thus each company is reallocated that proportion of 
the total line of credit costs which is equal to the 





percentage which its maximum short-term borrowings 
during the year represents of the aggregate of the 
maximum short-term borrowings, on a non- 
coincidental basis, of all the companies. 


Concerning the proposed increases in aggregate 
borrowing limits, applicants-declarants seek authori- 
zation for short-term borrowings through December 
31, 1980, in an aggregate collective amount of 
$250,000,000 and in the following individual amounts: 


CSW 
CPL 

PSO 
SWEPCO 
WTU 
CSWS 


Applicants-declarants have demonstrated a need for 
such short-term borrowings in an aggregate collective 
amount of $200,000,000 and in the following individual 
amounts: CSE, $200,000,000; CPL, $71,000,000; 
PSO, $77,000,000; SWEPCO, $60,000,000; WTU, 
$15,000,000; and CSWS,$2,000,000. 


The proceeds from the short-term borrowings will be 
used (1) in the case of borrowings by CPL, PSO, 
SWEPCO and WTU, for the interim financing of their 
construction programs and to provide for other 
temporary working capital needs; (2) in the case of 
borrowings by CSW, for loans or contributions to 
capital to the subsidiaries for such purposes; (3) in the 
case of borrowings by CSWS, to provide working 
capital for its operations; and (4) to repay borrowings 
previously incurred for such purposes. 


The estimated capital programs for 1979 and 1980 for 
the operating companies are as follows: 


1979 


CPL 

PSO 
SWEPCO 
WTU 


None of the proceeds from such borrowings shall be 
utilized to pay the cost of facilities which would not be 
needed to provide service to customers of any of the 
operating companies if such operating company were 
not part of the CSW systems, nor will any 


expenditures be made by any of the operating 
companies for the construction or acquisition of any 
facility"not so needed prior to the time all funds 
covered by this application-declaration have been 
expended. For the purpose of the foregoing represen- 
tation, there are included within the meaning of the 
term facilities all facilities, the construction or acquisi- 
tion of which are or would be part of any proposal for 
synchronous interstate operation of the CSW System 
forming the subject of the proceedings in Centra/ and 
South West Corporation, et al. (Admin. Proc. File No. 
3-4951), which would not also be required for the 
continuation of the dissynchronous interstate/ 
intrastate operation in the mode presently prevailing in 
the Central and South West System. 


CSW requests exemption from the competitive 
bidding requirements of Rule 50 for its proposed 
issuance of commercial paper pursuant to Rule 
50(a)(5). 


The additional fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $250. No state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No, 21097), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the Rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declartion, as amended, be 
granted and permitted to become effective in part: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and Rules thereunder, that applicants- 
declarants be, and they hereby are, authorized forth- 
with to incur short-term borrowings through 
December 31, 1980, in an aggregate collective amount 
of $200,000,000 and in -the following individual 
amounts: CSW, $200,000,000; CPL, $71,000,000; 
PSO, $77,000,000; SWEPCO, $60,000,000 (such 
amount to revert to $50,000,000 when the capital 
contribution by CSW to SWEPCO authorized by order 
dated June 27, 1979 (HCAR No. 21121), is made); 
WTU, $15,000,000; and CSWS, $2,000,000; subject 
to the terms and conditions prescribed in Rule 24 
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promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to increase said short-term 
borrowing authorizations to the amounts sought upon 
a showing of further need. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21151/July 19, 1979 


In the Matter of 


SYSTEM FUELS, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE, INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6055) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING FINANCING ARRANGEMENTS RELATED 
TO THE PURCHASE OF FUEL BY A NONUTILITY 
SUBSIDIARY FOR USE BY THE OPERATING 
COMPANIES 
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NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company, Louisiana Power & Light Company, 
Mississippi Power & Light Company, and New Orleans 
Public Service, Inc. (collectively referred to as 
“Operating Companies’’), all public utility subsidiary 
companies of Middle South Utilities, Inc. (‘‘Middle 
South’”’), a registered holding company, together with 
System Fuels, Inc. (‘SFI’), a jointly-owned nonutility 
subsidiary company of the Operating Companies, 
have filed a post-effective amendment to their 
declaration in this proceeding pursuant to Sections 
6(a), 7, and 12(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rules 45, 50(a)(2) 
and 50(a)(5) promulgated thereunder as applicable to 
the following proposed transactions. All interested 
persons are referred to the amended declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


By order dated December 30, 1976, the Commission 
approved an extension of the period through 
December 31, 1977, during which SFI is authorized to 
make borrowings from the Operating Companies, 
parent companies of SFI, to finance its fuel supply 
business. (HCAR No. 19835). In that proceeding, SFI 
committed itself to endeavor to obtain funds from 
external sources under arrangements advantageous to 
SFI and the Middle South System, in lieu of borrow- 
ings from the Operating Companies, to meet SFI’s 
expenditure requirements. 


By order dated November 7, 1977, (HCAR No. 20246), 
the Commission authorized SFI to make borrowings 
through the sale of bankers’ acceptances under an 
Acceptance Facility Line of Credit Agreement 
(“Acceptance Agreement”) with Citibank, N.A., New 
York, New York (“‘Bank’’) to finance a portion of its 
requisite inventory of fuel oil through 1978. Pursuant 
to the Acceptance Agreement, SFI could borrow and 
reborrow through November 18, 1978, up to a 
maximum aggregate amount not to exceed at any one 
time outstanding the lesser of $25,000,000 or an 
amount equal to 50 percent of the fair market value of 
SFI’s fuel oil inventory then in storage at specified 
locations (the “Acceptance Base’’). The period during 
which SFI could effect such borrowing and 
reborrowings was extended to November 18, 1979 by 
order dated November 15, 1978. As of May 31, 1979, 
SFI’s borrowings from the bank under the Acceptance 
Agreement aggregated $25,000,000, the proceeds of 
which were applied by SFI toward the purchase of oil 
for use, as fuel by the Middle South system. At that 
date, SFI’s fuel oil inventory was 7,200,000 bbls, with 
an estimated market value of $131,700,000. 


To assure the availability to the Operating Companies 





and to Arkansas-Missouri Power Company, the other 
operating subsidiary of Middle South, of an adequate 
supply of fuel oil through 1979, SFI presently 
estimates that it will be necessary to maintain an 
inventory varying between 5,800,000 and 7,800,000 
bblis., valued at as much as $145,000,000, an increase 
of $61,000,000 over the amount projected earlier for 
the maximum fuel inventory for 1979. The maximum 
value of SFI’s fuel oil inventory for 1980 is estimated 
to be at least as high as the projected 1979 maximum 
value. Requirements may vary because of seasonal 
factors, availability of natural gas and other changes in 
conditions. To finance this increase, authorization is 
being sought in this filing and in File No. 70-5259 to 
amend the Acceptance Agreement and the Loan 
Agreement, dated December 8, 1972, as amended, 
among SFI, Middle South, the Operating Companies 
and Hibernia National Bank. The Amendment to the 
Acceptance Agreement proposed herein would 
increase its aggregate amount at any one time 
outstanding which SFI may borrow and reborrow 
under the Acceptance Agreement to the lesser of 
$50,000,000 or an amount equal to 60% of the fair 
market value of SFI’s fuel oil inventory in storage at 
specified locations (the ‘“‘New Acceptance Base”). 
The proposed amendment would also extend the 
term of the Acceptance Agreement to June 30, 1981. 
Proceeds from the borrowings under the Acceptance 
Agreement would be used to finance a portion of SFI’s 
fuel oil inventory. 


Based upon the prevailing bid rate of 9.85 percent in 
effect as of June 28, 1979, for 90-day commercial 
drafts or bills ineligible for discount with Federal 
Reserve Banks, and after giving effect to the 
Acceptance Charge under the Acceptance Agree- 
ment, as previously amended, of 1.60 percent per 
annum payable as to Drafts of SFI accepted and 
discounted by the Bank, SFI estimates that its cost of 
money in respect of the proposed borrowings under 
the Acceptance Agreement, as previously amended 
would be 11.79 percent per annum. 


Changes to reflect the proposed increase in borrow- 
ings under the Acceptance Agreement and the 
proposed extension of its terms will be made in the 
Security Agreement pursuant to which SFI has 
granted the Bank a security interest in fuel oil 
inventories at specified locations in Arkansas and 
Mississipppi. As a result of the proposed changes in 
the Acceptance Agreement and in order to maintain 
the security interest granted by SFI to the Bank in its 
fuel oil inventory at specified locations in Louisiana, 
SFI will enter into an amendment to the Pledge and a 
Second Chattel Mortgage and will execute and deliver 
in pledge to the Bank a Second Mortgage Note in the 
principal amount of $25,000,000 pursuant to a Second 


Pledge Agreement. In all other respects the proposed 
transactions remain the same. 


The companies request exemption from the competi- 
tive bidding requirements of Rule 50(b) pursuant to 
paragraph (a)(5) thereof with respect to the reason- 
ableness of any fees, commissions or other 
remuneration to be paid in connection with the 
execution and delivery by SFI of the drafts and 
consider the execution and delivery to the Bank of the 
Second Mortgage Note exempt from the requirements 
of Rule 50(b) pursuant to paragraph (a)(2) thereof. The 
companies propose to file the requisite certificates of 
notification under Rule 24 covering the proposed 
transactions on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 13, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post- 
effective amendment to the declaration which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration as amended or as 
it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 
1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10776/July 13, 1979 


In the Matter of 


OPPENHEIMER MONETARY BRIDGE, INC. 
One New York Plaza 
New York, New York 10004 


(8912-4425) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT 


On June 13, 1979, a notice was issued (Investment 
Company Act Release No. 10734) of an application 
filed on January 29, 1979, with amendments 
thereto on April 23, 1979, and June 1, 1979, by 
Oppenheimer Monetary Bridge, Inc. (‘““Applicant’’), 
a no-load, open-end diversified management 
investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), pursuant 
to Section 6(c) of the Act for an order of exemption 
from the provisions of Rules 2a-4 and 22c-1 under 
the Act to the extent necessary to permit Applicant 
to compute its price per share for the purposes of 
sales and redemptions of its shares, to the nearest 
one cent on a share value of one dollar. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the Com- 
mission has not ordered a hearing. The matter has 
been considered, and it is found that the granting of 
the requested exemption is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, to 
the extent requested, be and hereby is granted, 
effective forthwith, subject to the following con- 
ditions to which Applicant has consented: 
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1. Applicant’s Board of Directors, in 
supervising Applicant's operations and 
delegating special responsibilities in- 
volving portfolio management to Appli- 
cant’s investment adviser, undertake— 
as a particular responsibility within their 
overall duty of care owed to Applicant's 
shareholders—to assure to the extent 
reasonably practicable, taking into ac- 
count current market conditions affect- 
ing Applicant’s investment objectives, 
that Applicant's price per share as com- 
puted for the purpose of distribution, re- 
demption and repurchase, rounded to the 
nearest one cent, will not deviate from 
one dollar. 


2. Applicant will maintain a dollar- 
weighted average portfolio maturity 
appropriate to its objective of maintain- 
ing a stable price per share. Applicant 
will not purchase a portfolio security 
unless it matures in one year or less, or is 
subject to a repurchase agreement, the 
delivery under which does not exceed 
one year, or has been called for 
redemption within one year, where the 
Applicant's investment adviser has 
determined that the risk that such 
redemption will not take place is mini- 
mal; nor will it maintain a _ dollar- 
weighted average portfolio maturity in 
excess of 120 days. 


3. Applicant will invest only in debt 
obligations payable in dollars issued or 
guaranteed by the Federal Government, 
Federal governmental agencies, or 
certain banks, savings and loan associa- 
tions, and corporations. Investments in 
banking obligations will be limited to 
certificates of deposit issued by domestic 
banks or savings and loan associations 
which have total assets in excess of $1 
billion and ‘bankers acceptances or 
letters of credit guaranteed by U.S. com- 
mercial banks having total assets in 
excess of $1 billion. The commercial 
paper purchased by Applicant will be (i) 
rated Prime-1 or Prime-2 by Moody's 
Investors Service, Inc., or A-1 or A-2 by 
Standard & Poor’s Corporation, or (ii) 
issued by companies having an outstand- 
ing debt issue rated at least Aa by 
Moody's Investors Service, Inc., or at 
least AA by Standard & Poor's 
Corporation. Other obligations 
purchased by Applicant will be either 





debt instruments issued by domestic 
corporations rated Aa or better by 
Moody's Investor Services, Inc., or AA or 
better by Standard & Poor’s Corporation 
or obligations issued by other entities 
accompanied by a guarantee of principal 
and interest by a bank or corporation 
whose certificates of deposit or 
commercial paper may otherwise be 
purchased by Applicant. Investments in 
repurchase agreements will be limited to 
transactions with a financial institution 
believed by Applicant’s investment 
adviser to prevent minimal credit risks. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10777/July 13, 1979 


In the Matter of 


CENTENNIAL CAPITAL CASH MANAGEMENT 
TRUST 

One New York Plaza 

New York, New York 10004 


(812-4426) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT 


On June 13, 1979, a notice was issued (Investment 
Company Act Release No. 10733) of an application 
filed on January 29, 1979, with amendments 
thereto on April 25, 1979, and June 1, 1979, by 
Centennial Capital Cash Management 
Trust (“Applicant”) a no-load, open-end diversified 
management investment company registered 
under the Investment Company Act of 1940(‘‘Act’’); 
pursuant to Section 6(c) of the Act for an order of 
exemption from the provisions of Rules 2a-4 and 
22c-1 under the Act to the extent necessary to 


permit Applicant to compute its price per share for 
the purposes of saies and redemptions of its shares, 
to the nearest one cent on a share value of one 
dollar. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. The matter 
has been considered, and it is found that the 
granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED pursuant to Section 6(c) of the Act 
that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, to 
the extent requested, be and hereby is granted, 
effective forthwith, subject to the following 
conditions to which Applicant has consented: 


1. Applicant's Trustees, of Directors, in 
supervising Applicant’s operations and 
delegating special responsibilities 
involving portfolio management to 
Applicant’s investment adviser, 
undertake—as a particular responsibility 
within their overall duty of care owed to 
Applicant’s shareholders—to assure to 
the extent reasonably practicable, taking 
into account current market conditons 
affecting Applicant's investment 
objectives, that Applicant’s price per 
share as computed for the purpose of 
distribution, redemption and repurchase, 
rounded to the nearest one cent, will not 
deviate from one dollar. 


2. Applicant will maintain a dollar- 
weighted average portfolio maturity 
appropriate to its objective of main- 
taining a stable price per share. Ap- 
plicant will not purchase a_ portfolio 
security unless it matures in one year or 
less, or is subject to a repurchase 
agreement, the delivery under which 
does not exceed one year, or has been 
called for redemption within one year, 
where the Applicant’s investment 
adviser has determined that the risk that 
such redemption will not take place is 
minimal; nor will it maintain a 
dollarweighted average portfolio 
maturity in excess of 120 days. 
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3. Applicant will invest only in 
obligations issued or guaranteed by the 
U.S. Government or its agencies; bank 
time deposits, certificates of deposit, 
bankers acceptances and other bank 
obligations; high-grade commercial 
paper and other debt obligations rated 
Prime-1 by Moody's Investors Service, 
Inc., or A-1 by Standard & Poor's 
Corporation, or issued by companies hav- 
ing an outstanding debt issue rated at 
least Aa by Moody's Investors Service, 
Inc., or at least AA by Standard & Poor's 
Corporation; other obligations accom- 
panied by a guarantee of principal and 
interest issued by a bank or corporation 
whose certificates of deposit or 
commercial paper may otherwise be pur- 
chased; and repurchase agreements for 
the obligations of the types listed above. 
Investments in bank time deposits, 
certificates of deposit, bankers accep- 
tance, and other bank obligatons are 
limited to domestic banks or savings and 
loan associations subject to regulation 
by the U.S. Government having in excess 
of $1,000,000 in total assets. Invest- 
ments in repurchase agreements will be 
limited to transactions with a financial 
institution believed by Applicant’s invest- 
ment adviser to prevent minimal credit 
risks. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10778/July 13, 1979 


In the Matter of 
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AMERICAN GENERAL ENTERPRISE FUND, 
INC. 


and 


AMERICAN GENERAL SHARES, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(812-4493) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 17(b) OF THE ACT FORAN 
ORDER EXEMPTING PROPOSED TRANSACTION 
FROM THE PROVISIONS OF SECTION 1 7(a) OF THE 
ACT. 


NOTICE IS HEREBY GIVEN that American General 
Enterprise Fund, Inc. (‘‘Enterprise’’) and American 
General Shares, Inc. (‘‘Shares’’), which is com- 
prised of two series, American General Capital 
Growth Fund (‘’Capital Growth’) and American 
General Income Fund (‘‘Income’’) (hereinafter col- 
lectively referred to as “Applicants’’), each Appli- 
cant registered under the Investment Company Act 
of 1940 (‘Act’) as an open-end, diversified, 
management investment company, filed an applica- 
tion on June 15, 1979, and an amendment thereto 
on July 9, 1979, pursuant to Section 17(b) of the Act 
for an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed 
merger of Shares into Enterprise through the 
exchange of shares of Enterprise, at net asset value, 
for the assets of Shares. All interested persons are 
referred to the application on file with the Com- 
mission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicants state that the proposed merger is part of 
an overall plan of consolidation of the mutual funds 


managed by American General Capital 
Management, Inc. (“AGCM”), the investment 
adviser of the Applicants and a wholly-owned sub- 
sidiary of American General Insurance Company. 
Such consolidation was undertaken by the inde- 
pendent directors of the Applicants and the other 
mutual funds managed by AGCM to effect 
significant economies, including the reduction of 
management fees and elimination of duplication of 
certain services and functions, which reduction 
would benefit Applicants’ stockholders. 


Applicants state that, as of February 28, 1979, the 





net assets of Enterprise, Capital Growth and Income 
were $148,308,048, $142,038,587 and 
$97,051,488, respectively. On that date Enterprise 
had 24,930,000 shares outstanding, Income had 
16,145,000 shares and Capital Growth had 
33,563,000 shares outstanding. Enterprise and 
Shares were organized under the laws of the State 
of Delaware in 1953 and 1936, respectively. Sub- 
sequently they were reincorporated under the laws 
of the State of Maryland. Applicants represent that 
since the same investment adviser, principal under- 
writer and stock transfer agent serve each 
Applicant, and since the Applicants have certain 
overlapping directors, the Applicants may be 
deemed to be under “common control” and, there- 
fore, ‘‘affiliated persons” of each other within the 
meaning of Section 2(a)(3)(C) of the Act. 


Applicants state that the merger is contingent upon: 
(1) approval by the holders of at least 50 percent of 
the outstanding stock of Shares and Enterprise; (2) 
approval by the majority, as defined in the Act, of the 
stockholders of Income and of Capital Growth; (3) 
receipt of a ruling by the Internal Revenue Service 
or an opinion of counsel that the merger will consti- 
tute a tax-free reorganization; (4) issuance of the 
Order requested by the Application referred to 
herein; and (5) approval by necessary state and 
federal regulatory authorities. 


Applicants state that it is proposed that Shares be 
merged with and into Enterprise and the separate 
existence of Shares cease pursuant to a Plan and 
Articles of Merger (‘‘Plan’’) dated June 8, 1979, be- 
tween Shares and Enterprise. The number of 
shares to be issued to the shareholders of Income 
and Capital Growth will be determined by dividing 
the aggregate net asset value of Income and Capital 
Growth by the per share net asset value of 
Enterprise, all to be determined as of the close of the 
New York Stock Exchange on the effective date of 
the merger, which is expected to be August 31, 
1979. On the effective date of the merger, all of the 
property and assets of Income and Capital Growth 
will be transferred to Enterprise and their outstand- 
ing shares will be converted into shares of 
Enterprise. Enterprise will also succeed to all of the 
liabilities and obligations of Capital Growth and 
Income. The valuation procedures to be used in 
determining the net assets of each Applicant are the 
same. Each Applicant will pay its respective 
expenses of the merger, which are estimated to be 


approximately $52,000 for Income, $123,500 for. 


Capital Growth, and $128,000 for Enterprise. No 
tax adjustment will be made to the net assets of 
either Applicant to reflect any potential income tax 
effect which might result from any differences in 
the proportionate amount of capital loss carry-for- 
wards of each Applicant because of the difficulty in 


predicting the potential use by Capital Growth or 
Income or by Enterprise of such loss carryforwards. 
Since the stockholders of both Income and Capital 
Growth are expected after the merger to own more 
than 20% of the outstanding shares of Enterprise, 
the entire amount of capital loss carryforward of In- 
come and Capital Growth at the effective date of the 
merger should be available to Enterprise. 


At any time prior to consummation of the merger 
the Board of Directors or President of either Appli- 
cant may waive any of the terms or conditions of the 
Planbenefiting suchApplicant,if in the opinion of the 
Board of Directors or President such waiver will not 
have a material adverse effect on the benefits 
intended under the Plan to accrue to the stock- 
holders of each Applicant. The number of shares of 
Enterprise received by each stockholder of Income 
and Capital Growth will promptly after the effective 
date of merger be registered on the books of Enter- 
prise without any action being required on the part 
of any stockholder. Each such stockholder will be 
advised of the number of shares so registered. 
Holders of certificates for shares of Income or 
Capital Growth will immediately become owners of 
the appropriate number of shares of Enterprise, but 
no certificates will be issued until any outstanding 
Capital Growth or Income certificate is tendered to 
the transfer agent. If the registration with respect to 
any shares is to be changed, the stockholder will be 
responsible for any transfer taxes incurred, and 
must provide a signature guarantee on the instru- 
ment of transfer. All dividends and distributions 
paid on shares of the merged fund will be paid to the 
stockholder in cash or reinvested in shares of the 
merged fund in accordance with any option 
previously in effect, unless the stockholder fur- 
nishes different instructions to the transfer agent in 
writing. 


Applicants also state although there are a number 
of variations in the investment restrictions of 
Enterprise, Capital Growth and Income none of 
such variations are considered by AGCM to be of 
material significance in the management of their 
portfolios. If the merger is consummated, the in- 
vestment restrictions and policies of Enterprise will 
become the investment restrictions and policies of 
the merged fund. In addition, the application states 
that in the opinion of AGCM, the pro-forma 
composition of the merged fund’s portfolio is 
presently compatible with Enterprise’s 
fundamental policies, objectives and investment re- 
strictions. Therefore, no sales of securities in the 
portfolios of Capital Growth or Income will be 
required to conform those portfolios to the funda- 
mental policies, objectives and restrictions of the 
merged fund. However, the application also states 
that because of differing investment strategies of 
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the portfolio managers for the three separate funds 
there will be some realignment of the current 
Capital Growth and Income portfolios concurrent 
with the merger. The extent of such realignment 
will depend upon an appraisal of the fundamental 
attractiveness and compatibility with Enterprise’s 
investment strategy (but not fundamental policies, 
objectives and restrictions) of the securities owned 
by Capital Growth and Income. Applicants state 
that it is contemplated that most securities not 
considered compatible with Enterprise’s 
investment strategy prior to the merger will be sold 
before the effective date of the merger. 


Applicants state that Capital Growth is a plaintiff in 
several pending class actions involving a capital 
loss to Capital Growth of $2,128,538 in 1971 upon 
the sale of securities of Viatron Computer Corpora- 
tion. A partial settlement has been reached with 
certain of the defendants whereby $1,850,000 will 
be paid to a settlement fund. Of this amount, 
$250,000 is required to be deposited in an escrow 
account for indemnification of the underwriter 
defendants against any loss or expense incurred by 
such underwriters as a result of claims asserted by 
the remaining defendants, and approximately 
$300,000 is expected to be allocated to pay certain 
past and future litigation expenses. The remaining 
$1,300,000 is expected to be allocated among all 
purchasers of Viatron securities between 1969 and 
1971 who file claims for losses. A hearing pursuant 
to the notice of settlement is scheduled for August 
15, 1979. All legal fees and expenses paid by 
Capital Growth (amounting to approximately 
$305,000) in prosecuting this litigation have been 
charged off and no amounts attributable to this liti- 
gation are included in the calculation of Capital 
Growth’s net asset value. Applicants state that no 
prediction can be made of the amount Capital 
Growth may ultimately receive from the settlement 
fund which is allocable to Capital Growth depends 
upon the amount of the allowed claims filed by other 
members of the class and because of the possibility 
of a claim by the settling defendants for indemnifi- 
cation as provided in the settlement. 


If the merger is consummated, any amounts which 
would otherwise accrue to Capital Growth after the 
effective date as a result of the class actions will be 
paid to the merged fund. Thus, the merger will have 
the effect of diluting the benefit received by Capital 
Growth stockholders from any payments made 
following the merger. All legal fees incurred after 
the merger will be borne by all stockholders of the 
merged fund (Enterprise). !f the merger is not 
consummated, and recovery and all future legal 
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expenses will accrue to and be borne by the Capital 
Growth stockholders. Reimbursement of the legal 
fees and expenses which Capital Growth has 
incurred in prosecuting this litigation would be 
expected to be received out of any recovery which 
may be approved by the court. 


The application states that the Board of Directors of 
Shares specifically considered the Viatron litigation 
and the dilution which would result from the merger 
in Capital Growth’s interest in any recovery realized 
after the effective date of the merger. The Board, 
after weighing the benefits of the merger and taking 
into account the probable delays and the 
speculative nature of any recoveries as well as the 
difficulty of determining Capital Growth’s share of 
any interim settlement, should it be approved and 
upheld on appeal, concluded in its business 
judgment that, after taking into account such 
potential dilution, the merger was in the best 
interests of stockholders of Capital Growth. 


Applicant state that the investment objective of 
Income varies from that of Capital Growth and 
Enterprise in that the latter emphasize growth of 
capital whereas Income seeks primarily high 
current income, and secondarily long-term growth 
of capital and income. Despite the Income 
portfolio’s higher percentage of debt securities and 
preferred stock, it is the opinion of Applicants’ in- 
vestment adviser that the portfolio is not incom- 
patible with the investment objectives and restric- 
tions or the portfolio as of February 28, 1979, of 
Enterprise. Applicants state, nevertheless, that for 
those stockholders of Income who wish to retain 
their investment in a mutual fund which seeks an 
income or a combined income and growth objective 
there will be afforded an opportunity to exchange 
their Enterprise stock for stock of American General 
Capital Bond Fund, Inc. (“Capital Bond’’) or Harbor 
Fund, Inc. (““Harbor’’). This exchange privilege may 
be exercised without payment of the normal $5 
charge for such exchanges or any sales charge. 
Capital Bond and Harbor pursue an income and a 
growth and income investment objective, respec- 
tively. Such an exchange would constitute a taxable 
transaction. 


Section 17(a) of the Act provides, in pertinent part, 
that it is unlawful for any affiliated person of a 
registered investment company, or any affiliated 


person of such an affiliated person, acting as 
principal knowingly to sell to or purchase from such 
investment company any security or other property 
subject to certain exceptions. Section 17(b) of the 
Act provides that the Commission may upon appli- 





cation, exempt a proposed transaction from the pro- 
visions of Section 17(a) of the Act if the evidence 
establishes that the terms of the proposed 
transaction, including the consideration to be paid 
or received, are fair and reasonable and do not 
involve overreaching on the part of any person con- 
cerned, and that the proposed transaction is con- 
sistent with the policy of each registered invest- 
ment company concerned, and with the general 
purposes of the Act. 


Applicants state that since the proposed merger 
may be deemed to involve the purchase and sale of 
securities and other property between affiliated 
registered investment companies, unless 
exempted, it may be deemed to violate Section 1 7(a) 
of the Act. Applicants represent that the terms of 
the proposed merger are reasonable and fair and do 
not involve overreaching on the part of any person 
concerned since the assets of Shares are being ac- 
quired by Enterprise in exchange for shares of 
Enterprise on the basis of their respective net asset 
values. 


Applicants assert that consummation of the 
proposed merger is expected to benefit their stock- 
holders through an overall reduction in operating 


expenses. This reduction will result primarily from 
the ability of the merged fund, through its larger 
size, to take advantage of breakpoints in the current 
investment advisory fee schedule. In addition, 
Applicants claim that the proposed merger will eli- 
minate certain operating expenses which would be 
duplicative in absence of the merger. Finally, Appli- 
cants state that the distributor of Enterprise, Capital 
Growth, and Income believes that the merger could 
result in improved marketability of the shares of the 
merged fund as compared to individual experience 
of the three separate funds. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 7, 1979 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 


by Rule 0-5 of the Rules and Regulations promul- 
gated under the act, an order disposing of the appli- 
cation herein will be issued as of course following 
said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10779/July 13, 1979 


In the Matter of 


WEBSTER CASH RESERVE FUND, INC. 
10 Hanover Square 
New York, New York 10005 


(812-4488) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTON 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that Webster Cash 
Reserve Fund, Inc. (‘Applicant’), registered under 
the Investment Company Act of 1940 (“‘Act’’) as an 
open-end, diversified management investment 
company, filed an application on June 6, 1979, and 
an amendment thereto on July 5, 1979, requesting 
an order of the Commission, pursuant to Section 
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6(c) of the Act, exempting Applicant from the pro- 
visions of Rules 2a-4 and 22c-1 under the Act tothe 
extent necessary to permit Applicant to compute its 
net asset value per share, for purposes of effecting 
sales, redemptions and repurchases of its shares to 
the nearest one cent on a share value of one dollar 
using a time other than as of the close of trading on 
the New York Stock Exchange ((‘“Stock Exchange”’). 
Applicants represents that in all other respects, its 
portfolio securities will be valued in accordance 
with the views of the Commission set forth in 
Investment Company Act Release No. 9786 (May 
31, 1977) (‘Release No. 9786"). All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 


Applicant represents that it registered under the Act 
on June 5, 1979, as a ‘‘money market’ fund 
designed as an investment vehicle for investors 
who desire to place their assets in money market 
investments where the primary considerations are 
safety, liquidity and, to the extent consistent with 
the foregoing, a high income return. To this end, 
Applicant seeks to provide such investors with a 
convenient means of investing short-term funds 
where the direct purchase of money market instru- 
ments may be undesirable or impracticable. Appli- 
cant further represents that its portfolio will be 
invested exclusively in a variety of short-term 
money market instruments consisting of securities 
issued or guaranteed as to principal and interest by 
the United States government, its agencies or 
instrumentalities; certificates of deposit, including 
those issued by U.S. banks (or a foreign branch 
thereof and savings and loan and similar associa- 
tions; high-grade commercial paper; and 
repurchase agreements. According to the applica- 
tion all investments by the Applicant will be limited 
to obligations maturing within one year from the 
date of acquisition, and the average maturity of all 
such investments (on a dollar weighted basis) will 
be 120 days or less. 


According to the application, Applicant proposes to 
determine its net asset value, for purposes of effect- 
ing sales, redemptions and repurchases of its 
shares, to the nearest one cent on a share value of 
one dollar and to the extent reasonably practicable 
to take steps to maintain this price. Applicant 
further proposes to determine its net asset value 
using a time other than the close of trading on the 
Stock Exchange. In this regard, Applicant 
represents that prior to the commencement of 
Applicant's operations, the board of directors of 
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Applicant, including a majority of the directors who 
are not interested persons of Applicant, will have 
determined that it is appropriate to compute Appli- 
cant’s net asset value per share for purposes of 
effecting sales, redemptions and repurchases of its 
shares, solely as of 12:00 noon, New York time, and 
to require that notice of intent to purchase, redeem 
or repurchase shares of Applicant must be given 
prior to 12:00 noon, New York time, in order for such 
purchases, redemptions and repurchases to be 
effected on the same day. Applicant further 
represents that such determination by its board of 
directors described above will be reviewed no less 
frequently than annually. 


Rule 22c-1 under the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof issuing any redeemable security 
shall sell, redeem, or repurchase any such security 
except at a price based on the current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or sell such security. Subsection 
(b) of Rule 22c-1 defines the term “current net asset 
value’ of a redeemable security as that value 
computed on each day during which the New York 
Stock Exchange is open for trading, not less than 
once daily as of the time of the closing on such 
exchange. Rule 2a-4 under the Act provides, as here 
relevant, that ‘‘current net asset value’’ of a 
redeemable security issued by a registered investment 
company used in computing its price for the purposes 
of distribution, redemption and repurchase shall be 
determined with reference to (1) current market value 
for portfolio securities with respect to which market 
quotations are readily available and (2) for other 
securities and assets, fair value as determined in good 
faith by the board of directors of the registered 
company. In Release No. 9786 the Commission 
issued an interpretation of Rule 2a-4 expressing its 
view that (1) it is inconsistent with the provisions of 
Rule 2a-4 for money market funds to value their 
assets on an amortized cost basis except with respect 
to portfolio securities with remaining maturities of 60 
days or less and provided that such valuation method 
is determined to be appropriate by each respective 
fund’s board of directors, and (2) it is inconsistent 
with the provisions of Rule 2a-4 for money market 
funds to ‘‘round off’ calculations of their net asset 
value per share to the nearest one cent on a share 
value of $1.00, because such a calculation might have 
the effect of masking the impact of changing values 
of portfolio securities and therefore might not 
“reflect” such fund’s proper portfolio valuation as 
required by Rule 2a-4. On the basis of the foregoing, 





Applicant requests an exemption from the provisions 
of Rule 2a-4 and 22c-1 under the Act, to permit 
Applicant to determine its net asset value in the 
manner and at the time set forth above. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from 
any provision or provisions of the Act, if and to the 
extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


In support of the relief requested, Applicant states 
that many of its investors desire an investment 
vehicle which offers a stable net asset value per 
share and a relatively constant return on their in- 
vestments. According to the application, the 
exemptive relief requested will enable the Applicant 
to achieve these objectives. Applicant further 
believes that many of its existing shareholders 
would seek other investment alternatives if such 
investors could not expect under ordinary circum- 
stances that Applicant’s shares could be purchased 
and redeemed at a constant net asset value per 
share. 


With respect to Applicant’s proposal to determine 
its net asset valuesolelyas of 12:00 noon, New York 
time, rather than as of the close of trading on the 
Stock Exchange, Applicant represents, that this 
policy, coupled with the requirement that notice of 
intent to purchase, redeem or repurchase its shares 
must be given prior 12:00 noon, New York time, in 
order for such purchases, redemptions or 
repurchases to be effected on the same day as 
requested, will aid in the effective management of 
its portfolio. In this regard, Applicant states that, in 
order to make investments which will immediately 
generate income, Applicant must have federal 
funds available to it. Thus, Applicant will accept 
orders for the purchase of its shares only when it 
has received federal funds on the purchase date. 
According to the application, the earlier in the day 
that Applicant is aware of cash available for invest- 
ment through net purchases of its shares, the more 
time Applicant has to analyze the available invest- 
ment alternatives and secure the most attractive 
and beneficial terms. 


According to the application, Applicant further pro- 
poses to pay its daily dividend of net income to 


shareholders of record as of 12:00 noon, New York 
time (including shares purchased but excluding 
shares redeemed on that day). In view of the above 
and the fact that Applicant's portfolio securities will 
not be listed on any stock exchange, the 
Management of Applicant can perceive no benefit 
to shareholders in computing Applicant's net asset 
value for a second time as of the close of trading on 
the Stock Exchange, aside from technical 
compliance with Rule 22c-1. According to the appli- 
cation, purchasers of Applicant’s shares would not 
receive the dividend declared on the day of 
purchase if their shares were purchased at the net 
asset value determined as of the close of trading on 
the Stock Exchange, nor would stockholders 
redeeming their shares at that time receive the pro- 
ceeds of redemption on the same day. Applicant 
further asserts that opportunities for dilution of the 
value of its outstanding securities will not be 
present if the requested exemption permitting 
Applicant to compute its net asset value solely as of 
12:00 Noon, New York time, is granted. 


Applicant submits that the exemptions it requests 
are appropriate in the public interest and con- 
sistent with the protection of investors and the 
purposes fairly intended by the policy and 
provisions of the Act. Applicant has further agreed 
that the following conditions may be imposed in any 
order granting the exemptions it has requested: 


1. Applicant states that it will maintain 
a_ dollar-weighted average portfolio 
maturity appropriate to its objective of 
maintaining a stable price per share, and 
that it will not (i) purchase an instrument 
with a remaining maturity of greater than 
one year, or (ii) maintain a_ dollar- 
weighted average portfolio maturity in 
excess of 120 days; 


2. Applicant’s Board of Directors, in 
supervising Applicant’s operations and 
delegating special responsibilities in- 
volving portfolio management to Appli- 
cant’s investment adviser, undertakers— 
as a particular responsibility within its 
overall duty of care owed to Applicant's 
shareholders—to assure to the extent 
reasonably practicable, taking into 
account current market conditions 
affecting Applicant’s investment ob- 
jectives, that Applicant's price per share 
as computed for the purpose of sales, 
redemptions and repurchases, rounded 
to the nearest one cent, will not deviate 
from one dollar. 
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3. Applicant states that it will effect a 
policy that its portfolio will be invested 
exclusively in a variety of short-term 
money market instruments consisting of 
securities issued or guaranteed as to 
interest and principal by the U.S. govern- 
ment or its agencies or instrumentalities; 
certificates of deposit, including those 
issued by U.S. banks and (foreign 
branches thereof) and savings and loan 
and similar associations; and high grade 
commercial paper. Applicant further 
states that all commercial paper and 
certificates of deposit purchased by it 
shall meet the following criteria at the 
time of purchase: Investments in bank 
certificates of deposit and bankers’ 
acceptances will be limited to banks and 
savings and loan and similar 
associations having total assets in ex- 
cess of one billion dollars; and the com- 
mercial paper purchased by Applicant 
will consist only of obligations (a) rated 
Prime-1 by Moody's Investors Service, 
Inc. (‘“Moody’s”) or A-1 by Standard & 
Poor's Corporation (‘Standard & Poor’s”’) 
or (b) issued by companies having an 
outstanding unsecured debt issue 
currently rated Aa or better by Moody’s or 
AA or better by Standard & Poor's. Appli- 
cant will also invest in repurchase agree- 
ments pertaining to the foregoing classes 
of money market instruments provided 
such agreements are limited to trans- 
actions with financial institutions be- 
lieved by Applicant's investment adviser 
to provide minimal credit risks. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 3, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
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thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10780/July 16, 1979 


SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 16021/July 16, 1979 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10781/July 16, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 691/July 16, 1979 


Administrative Proceeding File No. 3-5676 


In the Matter of 


CONNORS INVESTOR SERVICES, INC. 
JAMES M. CONNORS 
(801-6211) 





FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Investment 
Company Act of 1940 (‘Investment Company Act”’), 
and the Investment Advisers Act of 1940 (‘‘Advisers 
Act’’),! Respondents Connors Investor Services, Inc. 
(“CIS”) and James M. Connors (‘‘Connors”), 
president of CIS, without admitting or denying the 
allegations of the Order for Proceedings, have sub- 
mitted an Offer of Settlement which the 
Commission has determined to accept. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, the Commission finds: 


1. that CIS and Connors willfully violated Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933, 
Section 10(b) of the Securities Exchange Act of 
1934, and Rule 10b-5 thereunder; that CIS willfully 
viclated and Connors willfully aided and abetted 
violations of Sections 204, 206(1) and 206(2) of the 
Investment Advisers Act of 1940 and Rule 204- 
2a(12) thereunder, and Section 17(e)(1) of the 
Investment Company Act of 1940; and that CIS and 
Connors willfully aided and abetted violations of 
Section 7(a) of the Investment Company Act of 
1940, as alleged in the Order of Proceedings. 


2. that it is in the public interest to impose the 
sanctions contained in the Offer of Settlement. 


Accordingly, IT |S ORDERED that CIS, for a period of 
sixty (60) days, is prohibited from soliciting new 
clients and that Connors, for a period of sixty (60) 
days, is suspended from association with any 
investment adviser or investment company, pro- 
vided, however, that the prohibition against CIS 
shall go into effect thirty (30) days after the com- 
mencement of the suspension period imposed upon 
Connors. 


The sanctions ordered herein shall become 
effective the second Monday after the date of this 
Order. 





‘In the Matter of Connors Investor Services, Inc., et 
al., instituted on March 13, 1979. See Investment 
Company Act Release No. 10627. 


In addition to the above sanctions and for the pur- 
pose of disposing of the issues raised in these pro- 
ceedings, the Commission deems it appropriate to 
accept and order compliance with the undertakings 
by CIS as set forth in the Offer of Settlement, 
whereby CIS undertakes to waive any advisory or 
management fees not collected to date with respect 
to CBM Investors, a limited partnership in which CIS 
is the general partner and investment adviser and 
further undertakes to waive such advisory or 
management fees from CBM Investors for the eight 
(8) years following the date of entry of an order in 
this proceeding. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10782/July 16, 1979 


In the Matter of 


LORD ABBETT CASH RESERVE FUND, INC. 
63 Wall Street 
New York, New York 10005 


(812-4495) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR ORDER OF EXEMPTION 
FROM RULES 2a-4 AND 22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Lord Abbett Cash 
Reserve Fund, Inc. (“Applicant”), registered under 
the Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified management investment 
company, filed an application on June 18, 1979, 
and an amendment thereto on July 2, 1979, for an 
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order of the Commission, pursuant to Section 6(c) of 
the Act, exempting Applicant from the provisions of 
Rules 2a-4 and 22c-1 under the Act to the extent 
necessary to permit Applicant to compute its net 
asset value per share, for the purpose of effecting 
sales, redemptions and repurchases of its shares, to 
the nearest one cent on a share value of one dollar. 
Applicant represents that in all other respects, its 
portfolio securities will be valued in accordance 
with the views of the Commission, set forth in 
Investment Company Act Release No. 9786 (May 
31, 1977) (“IC-9786"’). All interested persons are 
referred to the Application on file with the Com- 
mission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant states that it is a ““money market” fund 
designed as an investment vehicle for individuals, 
institutions and fiduciaries with temporary cash 
balances or cash reserves. Applicant represents 
that its investment objective is maximum current 
income and preservation of capital through invest- 
ments in high-quality short-term liquid securities. 
Applicant states that in pursuit of its objective, it will 
invest exclusively in high-quality money market 
instruments consisting of (i) obligations issued or 
guaranteed by the U.S. Government or any agency 
or instrumentality thereof; (ii) obligations (includ- 
ing certificates of deposit and bankers’ 
acceptances) of U.S. banks (including foreign 
branches) and savings and loan associations which 
at the date of the latest public reporting had total 
assets in excess of $1 billion and capital, surplus, 
and undivided profits in excess of $100 million; (iii) 
commercial paper (such as short-term unsecured 
promissory notes of corporations and variable 
amount master demand notes) which at the date of 
investment is rated A-1 by Standard & Poor's 
Corporation or Prime-1 by Moody’s Investor 
Services, Inc., or, if not rated, is issued by 
companies having outstanding debt rated AAA or 
AA by Standard & Poor’s or Aaa or Aa by Moody's; 
(iv) corporate debt securities (bonds and 
debentures) with no more than 12 months 
remaining to maturity at date of settlement and 
rated AAA or AA by Standard & Poor’s or Aaa or Aa 
by Moody’s; (v) short-term repurchase agreements 
with member banks of the Federal Reserve System, 
primary dealers in U.S. Government securities, or 
broker-dealers. Applicant represents that such 
agreements will be limited to transactions with 
financial institutions believed by Appliant’s invest- 
ment adviser to present minimal credit risks and will 
be collateralized by underlying money market 
instruments in which the Applicant may otherwise 
invest as described above. Applicant states that 
repurchase agreements entered into with broker- 
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dealers will be for periods not to exceed thirty days 
and throughout the period the collateral will have a 
value at least equal to the amount of the loan (in- 
cluding accrued interest). 


Applicant represents that it proposes to (i) utilize the 
market-to-market method of valuing its portfolio in- 
struments having remaining maturities in excess of 
60 days; (ii) utilize the amortized cost valuation 
technique for valuing its portfolio instruments 
having remaining maturities of 60 days or less; and 
(iii) effect sales, redemptions and repurchases of its 
shares at prices calculated to the nearest one cent 
on a share having a nominal value of $1.00. 
Applicant further states that it will determine its net 
asset value per share for purposes of effecting 
sales, redemptions and repurchases of its shares as 
of the close of trading on each day the New York 
Stock Exchange is open for trading, or at such other 
times as may be determined by its Board of 
Directors that are not inconsistent with the require- 
ments of the Act and the rules thereunder. 


Rule 22c-1 under the Act provides, in part, that no 
registered investment company issuing any 
redeemable security shall sell, redeem, or repur- 
chase any such security except at a price based on 
the current net asset value of such security which is 
next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. Rule 2a-4 under the Act provides, 
as here relevant, that ‘current net asset value” of a 
redeemable security issued by a_ registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
determined with reference to (1) current market 
value for portfolio securities with respect to which 
market quotations are readily available and (2) for 
other securities and assets, fair value as 
determined in good faith by the board of directors of 
the registered company. In IC-9786 the 
Commission expressed its view that it is 
inconsistent with Rule 2a-4 for certain money 
market funds to ‘‘round off” calculations of their net 
asset value of $1.00, because such a calculation 
might have the effect of masking the impact of 
changing values of portfolio securities and 
therefore might not “reflect” its portfolio valuation 
as required by Rule 2a-4. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 





any provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemption 
i8f necessary or appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant requests an exemption to permit it to 
maintain its net asset value at $1.00 per share by 
rounding off its calculation of net asset value to the 
nearest cent. Applicant submits that the granting of 
such exemption would be appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Applicant states 
that it believes that potential investors in its shares 
are not concerned with the theoretical differences 
which might occur between the yield achieved 
through ‘‘market” pricing and the yield computed by 
using the “‘penny rounding” valuation method 
described herein. Applicant further believes that 
such potential investors are vitally concerned that 
the net asset value of their shares remain stable and 
that the daily net income declared on their 
investment not exhibit the volatility which can often 
occur when changes in market prices cause 
changes in yield on a daily or weekly basis, and that 
they would forego investing in a fund which did not 
meet these requirements. In addition, Applicant 
states that granting of the relief requested would 
provide its shareholders the convenience of being 
able to determine the vaue of Applicant's shares 
simply by knowing the number of shares they own, 
and would make the task of maintaining an 
investment record easier. 


Applicant asserts that computing its net asset value 
per share to the nearest one cent ona share value of 
one dollar as. described above will allow it to 
maintain a constant net asset value per share under 
usual or ordinary circumstances and thereby permit 
it to serve the interests and requirements of its 
shareholders notwithstanding its use of the mark- 
to-market method, as opposed to the amortized cost 
method, of valuing its portfolio instruments having 
remaining maturities in excess of 60 days. 


Applicant further represents that its directors have 
determined in good faith that this proposed method 
of calculating the net asset value per share of Appli- 
cant under the described circumstances is 
appropriate and in the best interest of its share- 
holders. 


Finally, Applicant contends that a substantial 
number of money market funds now offer the public 
a steady $1.00 price for their shares and that ex- 
perience has demonstrated that such funds provide 
a useful investment vehicle for the investors they 
serve. Applicant further states that its request for 
exemption may be conditioned upon its adherence 
to the following: 


1. Applicant's Board of Directors, in 
supervising Applicant’s operations and 
delegating special responsibilities 
involving portfolio management to 
Applicant's investment adviser, will 
undertake—as a particular responsibility 
within its overall duty of care owed to 
Applicant's shareholders—to assure to 
the extent reasonably practicable, taking 
into account current market conditions 
affecting Applicant’s investment objec- 
tive, that the price per share of Appli- 
cant’s shares as computed for purposes 
of sales, repurchases and redemptions, 
rounded to the nearest one cent, will not 
deviate from $1.00. 


2. Applicant will maintain a dollar- 
weighted average portfolio maturity ap- 
propriate to its objective of maintaining a 
stable price per share, and Applicant will 
not (i) purchase any instrument with a re- 
maining maturity of greater than one 
year, or (ii) maintain a dollar-weighted 
average portfolio maturity in excess of 
120 days; and 


3. Applicant’s purchases of portfolio in- 
struments, including securities under- 
lying repurchase agreements, will be 
limited to those classes of high-quality 
instruments designated hereinabove. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 10, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by & 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of: 
fact or law proposed to be controverted, or he may’ 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
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by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10783/Julyb 17, 1979 


In the Matter of 


UNITED CASH MANAGEMENT, INC. 
One Crown Center 
Kansas City, Missouri 64141 


(812-4476) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT 


On June 20, 1979, a notice was issued (Investment 
Company Act Release No. 10744) of an application 
filed on May 17, 1979, and amended on June 7, and 
June 21, 1979, by United Cash Management, Inc. 
(“Applicant”), an open-end, diversified, manage- 
ment investment company registered under the 
Investment Company Act of 1940 (‘Act’), for an 
order pursuant to Section 6(c) of the Act exempting 
Applicant from the provisions of Rules 2a-4 and 
22c-1 under the Act, to the extent necessary to 
permit Applicant to compute its price per share, for 
the purpose of effecting sales and redemptions of its 
shares, to the nearest one cent on a share value of 
one dollar. 
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The notice gave interested persons an opportunity 
to request a hearing and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and itis found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, to 
the extent requested, be and hereby is, granted, 
effective forthwith, subject to the following con- 
ditions to which Applicant has consented: 


1. Applicant’s board of directors, in supervising 
Applicant’s operations and delegating special re- 
sponsibilities involving portfolio management to 
Applicant's investment adviser, undertakes—as a 
particular responsibility within its overall duty of 
care owed to Applicant's shareholders—to assure 
to the extent reasonably practicable, taking into 
account current market conditions affecting Appli- 
cant’s investment objectives, that Applicant's price 
per share as computed for the purpose of 
distribution, redemption and repurchase, rounded 
to the nearest one cent, will not deviate from $1.00; 


2. Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its objec- 
tive of maintaining a stable price per share, and 
Applicant will not (i) maintain a dollar-weighted 
average portfolio maturity in excess of 120 days; or 
(ii) purchase a portfolio security unless it matures, 
or has been called for redemption, in one year or 
less, or is subject to a repurchase agreement so 
maturing, or is subject to a guarantee due within 
one year. In the case of a security called for re- 
demption in one year or less, the risk that such 
redemption will not take place shall have been de- 
termined by Applicant's investment adviser to be 
minimal. In the case of a security subject to a re- 
purchase agreement, such repurchase agreement 
shall be with a financial institution believed by 
Applicant’s investment adviser to present minimal 
credit risks. In the case of a security subject to a 
guarantee, the risk that the guarantee will not be 
timely paid shall have been determined by Appli- 
cant’s investment adviser to be minimal. 





3. Applicant will invest only in (i) obligations 
issued or guaranteed by the U.S. Government or its 
agencies or instrumentalities; (ii) time deposits, 
certificates or deposit, bankers’ acceptances and 
other bank obligations (or instruments secured by 
such obligations) provided that the issuing bank has 
at least $1,000,000,000 in assets and is subject to 
regulation by the United States Government 
(including foreign branches of such banks); (iii) 
commercial paper rated A-1 or A-2 by Standard & 
Poor's Corporation (““S&P’’) or Prime-1 or Prime-2 
by Moody's Investors Service, Inc. (““MIS"’), or if not 
rated, issued by a corporation in whose debt obli- 
gations Applicant may invest; (iv) corporate debt ob- 
ligations if they are rated at least by S&P or MIS; and 
(v) obligations other than those listed in (i) through 
(iv) only if such other obligation is guaranteed as to 
principal and interest by either a bank in whose ob- 
ligations Applicant may invest or a corporation in 
whose commercial paper Applicant may invest. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10784/July 17, 1979 


In the Matter of 


WHITEHALL MONEY MARKET TRUST 
1250 Drummers Lane 
P.O. Box 1100 


Valley Forge, Pennsylvania 19482 


(812-4490) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR ORDER OF EX- 
EMPTION FROM RULES 2a-4 AND 22c-1 UNDER 
THE ACT 


NOTICE IS HEREBY GIVEN that Whitehall Money 
Market Trust (‘Applicant’), registered under the In- 
vestment Company Act of 1940 (’’Act’’) as an open- 
end, diversified management investment company, 
filed an application on June 8, 1979, and an amend- 
ment thereto on July 11, 1979 for an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Rules 
2a-4 and 22c-1 under the Act, to the extent 
necessary to permit Applicant to compute its net 
asset value per share, for the purpose of effecting 
sales, redemptions and repurchases of its shares, to 
the nearest one cent ona share value of one dollar. 
Applicant represents that in all other respects, its 
portfolio securities will be valued in accordance 
with the views set forth in Investment Company Act 
Release No. 9786 (May 31, 1977) (“IC-9786"). All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant states that it is a “money market fund,” 
the investment objective of which is to obtain the 
maximum current income, consistent with preser- 
vation of capital and liquidity, that is available 
through investments in the following short-term 
money market instruments: (a) securities issued or 
guaranteed by the United States Government or any 
of its agencies and instrumentalities, including 
securities issued by the United States Treasury, the 
Federal National Mortgage Association, the Federal 
Housing Administration, the Tennessee Valley 
Authority, and others; (b) certificates of deposit and 
bankers’ acceptances of U.S. banks having total 
assets in excess of $1 billion; (c) commercial paper 
rated A-1 by Standard & Poor’s Corporation or 
Prime-1 by Moody’s Investors Service, Inc. or, if not 
rated, issued by a corporation having an 
outstanding unsecured debt issue rated Aa or better 
by Moody’s or AA or better by Standard & Poor's; (d) 
short-term corporate obligations rated Aa or better 
by Moody’s or AA or better by Standard & Poor's; 
and (e) securities listed in (a) and (b) which are 
subject to repurchase agreements, provided that 
such agreements are limited to transactions with 
financial institutions believed by Applicant and its 
investment adviser to present minimal credit risks. 


Applicant states that all of its assets are presently 
invested in securities maturing in less than one 
year. Applicant further states that it values all its 
portfolio securities as follows: (a) all securities for 
which market quotations are readily available are 
valued at the most recent bid price or yield equiva- 
lent as obtained from one or more market makers 
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for such securities, except that any securities 
maturing within 60 days from the date of 
acquisition may be valued at cost, plus or minus any 
amortized discount or premium; and (b) all other 
securities and assets are valued at fair value 
determined in good faith by or under supervision of 
the officers of Applicant as authorized by its 
Trustees. 


Applicant states that its net asset value per share 
has varied between $9.94 and $10.04 from its 
initial offering on June 4, 1975, and that on May 31, 
1979, it had a net asset value of $9.99. Applicant 
gtates that its Trustees, pending approval of this 
application, have authorized a split-up of Appli- 
cant’s sharesof beneficial interest through a stock 
dividend, so that after the split-up, each net share 
will have a net asset value of $1.00. The Trustees 
have also authorized Applicant to effect sales, 
redemptions and repurchases of its shares at prices 
calculated to the nearest one cent ona share having 
# $1.00 net asset value. 


Rule 22c-1 under the Act provides, in part, that no 
registered investment company issuing any 
redeemable security shall sell, redeem, or repur- 
chase any such security except at a price based on 
the current net asset value of such security which is 
next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. Rule 2a-4 under the Act provides, 
as here relevant, that ‘‘current net asset value”’ of a 
redeemable security issued by a_ registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
determined with reference to (1) current market 
value for portfolio securities with respect to which 
market quotations are readily available and (2) for 
other securities and assets, fair value as 
determined in good faith by the board of directors of 
the registered company. In IC-9786 the 
Commission expressed its view that it is incon- 
sistent with Rule 2a-4 for certain money market 
funds to “round off” calculations of their net asset 
value of $1.00, because such a calculation might 
have the effect of masking the impact of changing 
values of portfolio securities and therefore might 
not “reflect” its portfolio valuation as required by 
Rule 2a-4. 


On the basis of the foregoing, Applicant submits 
that without an exemption from the provisions of 
Rules 2a-4 and 22c-1 under the Act, Applicant may 
be prohibited from determining its net asset value in 
the manner set forth above. 
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Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemption 
if necessary or appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant states that its Trustees believe that the 
split-up and consequent $1.00 price per share will 
benefit Applicant and its shareholders. Applicant 
asserts that its investors prefer that the daily 
income dividends declared by Applicant reflect 
income as earned, and that the sales and 
redemption price remain fixed. Applicant 
represents that its Trustees have, therefore, con- 
cluded that stability of capital and a steady flow of 
investment income would be of benefit to existing 
shareholders and a helpful tool in attracting 
potential investors to Applicant. Applicant asserts 
that its shareholders would achieve the 
convenience of being able to determine the value of 
their holdings simply by knowing the number of 
shares they own. Also, the task of maintaining an 
investment record would be made easier for 
Applicant’s shareholders. Applicant also states that 
the proposed change is expected to eliminate the 
periodic fluctuation in Applicant’s net asset value 
per share, which has caused Applicant's 
shareholders to realize unwanted nominal capital 
gains and losses upon redemption of their shares. 


Applicant submits that the requested exemptions 
are appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Applicant asserts that a substantial number of 
money market funds now offer their shares to the 
public at a $1.00 price per share. Applicant 
represents that, to the extent necessary, 
Applicant's Trustees will consider the advisability of 
temporarily suspending payment of dividends, or 
making a capital gains or other distribution, to 
maintain a $1.00 price per share, if the net asset 
value per share declines to a value below $.996 or 
rises to a value of above $1.004, respectively. Appli- 
cant further states that in order to assure the 
stability of its price per share the following con- 
ditions may be imposed in any order granting the 
exemptions it has requested: 


(a) That the Trustees of Applicant, in supervising 
Applicant’s operations and delegating special re- 





sponsibilities involving portfolio management to 
Applicant's investment adviser, undertake—as a 
particular responsibility within their overall duty of 
care owed to Applicant’s shareholders—to assure 
to the extent reasonably practicable, taking into 
account current market conditions affecting 
Applicant's investment objective, that the price per 
share of Applicent’s shares as computed for 
purposes of distribution, redemption and 
repurchase, rounded to the nearest one cent, will 
not deviate from $1.00. 


(b) That Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its objec- 
tive of maintaining a stable price per share, and that 
Applicant will not (i) purchase an instrument with a 
remaining maturity of greater than one year 
(although obligations subject to repurchase agree- 
ments may have a maturity in excess of one year), or 
(ii) maintain a dollar-weighted average portfolio 
maturity in excess of 120 days; and 


(c) That Applicant’s purchases. of portfolio 
instruments, including securities underlying re- 
purchase agreements, will be limited to those 
money market instruments described hereinabove. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 10, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10785/July 17, 1979 


In the Matter of 


THE WILLOW FUND, INC. 


Greenville Center 
3801 Kennett Pike 
Wilmington, Delaware 19807 


(812-4483) 


NOTICE OF APPLICATION FOR AN ORDER PUR- 
SUANT TO SECTION 6(c) OF THE ACT GRANTING 
AN EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that The Willow Fund, 
Inc. (‘Applicant’), and open-end, non-diversified 
management investment company registered 
under the Investment Company Act of 1940(‘’Act’’), 
filed an application on May 29, 1979, and an 
amendment thereto on June 26, 1979, pursuant to 
Section 6(c) of the Act for an order of the Commis- 
sion exempting Applicant from the provisions of 
Section 22(d) of the Act to the extent necessary to 
permit the sale of Applicant’s shares at net asset 
value without imposition of a sales charge to stock- 
holders of record on July 11, 1979. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 
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According to the application, since April 19, 1977, 
two wholly-owned subsidiaries of Delfi American 
Corporation, WF Advisers (‘‘Advisers’’) and Delfi 
Management, Inc., have served as Applicant's 
investment adviser and subadviser, respectively. 
Applicant states that its shares are currently offered 
to the public at net asset value without imposition of 
a sales charge pursuant to a distribution agreement 
with Delfi Capital Sales, Inc. (‘‘Distributor’’), which 
also distributes shares of five other investment 
companies. Under the terms of the agreement, 
Distributor serves without compensation as sole 
distributor of Applicant's shares. According to the 
application, Distributor does not normally sell 
shares of the investment companies it distributes 
directly to the public, but instead sells such shares 
through other dealers. Applicant's shares are the 
only investment company shares distributed by 
Distributor without imposition of a sales charge. 


Applicant represents that at a Special Meeting of 
Stockholders held on July 11, 1979, Applicant's 
shareholders approved the adoption of a new 
provision in Applicant’s Restated Certificate of In- 
corporation permitting Applicant to enter into a 
distribution agreement that would authorize 
imposition of a sales charge not to exceed 812% of 
the public offering price on all new sales of 
Applicant's shares to the public. 


Applicant believes that this method of operation will 
be beneficial to its shareholders by increasing its 
sales and this reducing the effect of the redemp- 
tions experienced by Applicant during the last two 
fiscal years. Applicant has represented, however, 
that Applicant’s shares will continue to be sold at 
net asset value without a sales charge until such 
time as an order of the Commission disposing of its 
application is received. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof may sell any redeemable 
security issued by such company to any person 
except at the current public offering price described 
in the prospectus. Accordingly, absent exemptive 
relief by the Commission, shareholders who 
purchased Applicant’s shares prior to July 11, 
1979, without imposition of a sales charge would be 
required to pay a sales charge on future purchases 
of Applicant's shares upon implementation of 
Applicant’s new distribution arrangements. 


Section 6(c) of the Act provides, in part, that 
the Commission, by order upon application, may 
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conditionally or unconditionally, exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemption 
if and to the extent that such exemption is 
necessary and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant states that issuance of the requested 
order permitting shareholders of record on July 11, 
1979, to continue to purchase Applicant's shares 
without the payment of a sales charge would recog- 
nize that such shareholders, in purchasing Appli- 
cant’s shares, may have relied upon the continued 
availability of additional shares at ‘no load”. 
Applicant further represents that the absence of a 
sales charge on future purchases of Applicant's 
shares by shareholders of Applicant as of a specific 
date is related to the fact that less sales effort is 
required with respect to purchases made by 
persons already owning shares of Applicant than is 
required with regard to purchases by persons who 
are not already shareholders of Applicant. Appli- 
cant also states that the requested exemption will 
provide a benefit to Applicant’s existing share- 
holders without having an advance effect on other 
members of the investing public who will be 
required to pay a sales load on purchases of Appli- 
cant’s shares whether or not the relief requested is 
granted. In addition, Applicant undertakes to accept 
purchase orders for Applicant’s shares only upon 
written assurance from investors that the shares 
purchased without payment of a sales charge are 
being purchased solely for investment purposes 
and not for distribution and to disclose in all of its 
future prospectuses the fact that certain 
shareholders of Applicant are permitted to 
purchase shares at no sales charge. Applicant 
therefore believes that issuance of the requested 
order is appropriate in the public interest and con- 
sistent with the protection of investors and the pur- 
poses fairly intended by the policies and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 13, 1979, at 5:30 
p.m., submit to the Commission in writing arequest 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 





Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10786/July 18, 1979 


In the Matter of 


KEMPER MUNICIPAL BOND FUND, INC. 
and 


KEMPER FINANCIAL SERVICES, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(812-4450) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT GRANT- 
ING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Kemper Municipal 
Bond Fund, Inc. (“Fund”), registered under the 
Investment Company Act of 1940 (‘Act’) as an 
open-end, diversified, management investment 
company, and Kemper Financial Services, Inc. 
(“Adviser”), the Fund’s investment adviser and 
principal underwriter (hereinafter the Fund and the 
Adviser are collectively referred to as ‘‘Applicants’’), 
filed an application on March 7, 1979, and 
amendments thereto on May 17, 1979, June 7, 1979, 
and July 2, 1979, requesting an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicants from the provisions of Section 
22(d) of the Act to permit the sale of shares of the 
Fund at net asset value, without a sales charge, to 
participants in a reinvestment program proposed to 
be offered to unitholders of Tax Exempt Income Trust, 
Series 1 (and subsequent Series) (‘‘Trust’’), a unit 
investment trust registered under the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below 


Applicants state that the Fund invests in municipal 
bonds, and that its objective is to provide as high a 
level of current interest income which is exempt from 
federal income taxes as is consistent with preservation 
of capital. According to the application, municipal 
bonds purchased by the Fund must be rated “‘A” or 
better by Standard & Poor’s Corporation or Moody’s 
Investors Services, Inc. Applicants further state that 
Tax Exempt Income Trust, Series 1, sponsored by 
Donaldson, Lufkin & Jenrette Securities Corporation 
(““Sponsor’’), has as its objectives a high level of tax 
exempt current income and the preservation of 
capital, and invests in a diversified fixed portfolio of 
long-term state, municipal and public authority debt 
obligations which at the time of deposit in the Trust 
have an “A” or better rating from Standard & Poor’s 
Corporation or Moody's Investors Services, Inc. 
Applicants state that the Sponsor intends to create 
additional series of Tax Exempt Income Trust, each 
series being a separate, but similar, trust. 


According to the application, shares of the Fund are 
offered for sale to the public at their net asset value 
next computed after an order is received, plus a sales 
charge which varies from 4.75% (as a percentage of 
the offering price) on purchases of less than $25,000, 
to 1.2% on purchases of $1,000,000 or more. The 
application further states that shareholders of the 
Fund have the option of investing distributions 
respecting their Fund shares in additional shares of the 
Fund at net asset value. 
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Applicants propose to permit unitholders of the Trust 
to invest their monthly distributions of principal 
(including capital gains, if any) or interest, or both, in 
shares of the Fund without a sales charge and without 
regard to minimum investment requirements (‘’Pro- 
gram"). The appliction states that any unitholder 
could elect to participate in the Program and have 
distribution automatically invested in shares of the 
Fund by filing a notice of election card with the 
Program Agent, State Street Bank and Trust 
Company (in the case of Texas residents, through the 
Sponsor). The application further states that: (i) the 
Program Agent will mail a notice of election card to 
each unitholder accompanied by a prospectus 
describing the Fund; (ii) the Program will be disclosed 
in a revision or supplement to the Fund’s current 
registration statement; and (iii) in the case of new 
purchasers of units or assignees of units, a completed 
notice of election card must be received by the 
Program Agent at least ten days prior to the record 
day applicable to any distribution in order for such 
election to be in effect as to such distribution. 


Applicants state that under the Program distribution 
on participants’ units will be automatically received by 
the Program Agent who will forward such 
distributions to the Fund for purchases of shares of the 
Fund. Applicants further state that, notwithstanding a 
unitholder’s election to have distributions of principal 
reinvested in the Fund, the proceeds of a redemption 
of units initiated by a unitholder will be paid directly to 
the unitholder. The proceeds of redemption, or 
payment at maturity, of securities held by the Trust 
will be invested in shares of the Fund in the case of 
unitholders who have elected to have distributions of 
principal invested in the Fund. According to the 
application, participants could at any time by notifying 
the Program Agent in writing elect to terminate their 
participation in the Program as to: (i) all Trust distribu- 
tions; (ii) Trust principal and capital gains 
distributions; or (iii) Trust interest distributions. Any 
such written notice must be received by the Program 
Agent at least 10 days prior to the record day 
applicable to any distribution in order for such election 
to be in effect as to such distribution. The application 
further states that a participant could, at any time, 
elect to redeem his Fund shares by notifying the 
Program Agent in writing. 


Applicants state that: (i) a notice will be mailed to each 
unitholder respecting distributions on his units setting 
forth. the total amount of each such distribution and 
the portions thereof attributable to interest and 
principal; (ii) distributions to be invested in shares of 
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the Fund will be transferred to the Program Agent who 
will forward such amounts, immediately upon receipt, 
to the Fund for the purchase of shares; and (iii) the 
Program Agent will mail confirmation of purchases of 
Fund shares to each participant. Applicants further 
state that the Program Agent has undertaken to 
forward redemption requests to the Fund immediately 
upon receipt. 


Applicants submit that once a unitholder is a 
participant in the Program, such unitholder’s interest 
in the Fund will be identical to that of any shareholder 
of the Fund and such unitholder will be a shareholder 
of record of the Fund. Applicants further state that 
unitholders participating in the Program will be 
provided with an annual updated prospectus of the 
Fund, and that such unitholders will have the option of 
reinvesting Fund distributions in additional shares at 
net asset value. Applicants state that the expense of 
offering the Program will be borne by the Adviser. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell any 
redeemable security issued by it except to or through a 
principal underwriter for distribution or at a current 
public offering price described in the prospectus, and, 
if such class of security is being currently offered to 
the public by or through an underwriter, no principal 
underwriter of such security and no dealer shall sell 
any such security to any person, except a dealer, a 
principal underwriter or the issuer, except at a current 
public offering price described in the prospectus. 
Applicants request an exemption from the provisions 
of Section 22(d) of the Act to permit the investment of 
distributions from the Trust in shares of the Fund at 
net asset value pursuant to the Program. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or uncondi- 
tionally exempt any person, security, or transaction, or 
any class or classes of persons, securities, or 
transactions, from any provisions of the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicants submit that the granting of an exemption 
from the provisions of Section 22(d) of the Act would 
be consistent with the public interest and with the 
purposes of Section 22(d) of the Act. They further 
submit that such exemption would be beneficial to 
both unitholders and Fund shareholders. Applicants 





assert that the major portion of the cost of selling 
investment company shares is incurred in identifying 
potential investors and ascertaining their investment 
objectives. In this respect, they state that the 
unitholders of the Trust have already been identified as 
seeking tax exempt income from a diversified portfolio 
of securities and that little or no additional sales cost 
could be allocated to the purchase of Fund shares 
through the Program. Applicants assert that such 
investors should receive the benefit of these reduced 
sales expenses through reinvestment at net asset 
value without the payment of a sales charge. 
Applicants further assert that the Fund will benefit 
from the proposed transactions because: (i) the 
investments in the Fund through the Program will 
produce a larger asset base and a steady cash flow 
which will assist meeting redemption requests without 
liquidating portfolio securities; (ii) to the extent that 
the Fund’s operating expenses do not increase in 
direct proportion to increases in assets, the increased 
asset base resulting from the Program will reduce the 
cost of operations on a per share basis; and (iii) the 
Fund and its transfer agent have agreed that the 
transfer agency fees attributable to participants’ 
accounts in the Fund will not exceed, as a percentage 
of assets, the fees paid by the Fund on its other 
shareholder accounts. Applicants submit that the 
Trust also will benefit from the proposed transaction 
to the extent that it will be able to provide unitholders 
with the opportunity to invest distributions in an 
open-end investment company which is similar to the 
Trust. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 10, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such‘request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 


issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10787/July 19, 1979 


In the Matter of 


CORPORATE SECURITIES TRUST, INTERMEDI- 
ATE-TERM DEBT SERIES 1, AND SUBSEQUENT 
SERIES 
c/o Smith Barney, Harris Upham & Co. Incorporated 
1345 Avenue of the Americas 

New York, New York 10019 


(812-4473) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR ORDER OF EXEMPTION 
FROM SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Corporate Securities 
Trust, Intermediate-Term Debt Series 1, and 
Subsequent Series (‘Applicant’), registered under 
the Investment Company Act of 1940 (the ‘‘Act’’) as a 
unit investment trust, filed an application on May 10, 
1979, and an amendment thereto on July 11, 1979, 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting Applicant from compliance 
with the provisions of Section 22(d) of the Act to the 
extent necessary to permit Applicant to offer 
unitholders of all of its Long-Term Debt Series and 
Intermediate-Term Debt Series (‘Debt Series’) the 
opportunity to participate in the Corporate Securities 
Trust Debt Series Reinvestment Program (the ‘‘Rein- 
vestment Program’’). All interested persons are 
referred to the application on file with the Commission 
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for a statement of the representations contained 
therein, which are summarized below. 


The Applicant states that it consists of a series of 
similar but separate unit investment trusts organized 
under the laws of the State of Massachusetts. 
According to the application, twelve Long-Term Debt 
Series have been created, and one additional series, 
designated Intermediate-Term Debt Series 1 and 
comprised of a portfolio of obligations possessing 
somewhat less long-term maturities than the 
obligations contained in the portfolios of the twelve 
Long-Term Debt Series, has also been created. The 
application further states that a registration statement 
relating to Long-Term Debt Series 13 has been filed 
with the Commission, but such series has not been 
organized and such registration statement has not 
been declared effective. The Applicant indicates that 
Smith Barney, Harris Upham & Co., Blyth Eastman 
Dillion & Co. Incorporated, Paine, Webber, Jackson & 
Curtis Incorporated, and Drexel Burnham Lambert 
Incorporated act as sponsors for various series fo the 
Applicant (the above-mentioned companies herein- 
after called the ‘‘Sponsors’’). New England Merchants 
national Bank (‘‘Trustee’’) acts as trustee for all series 
of the Applicant. 


According to the application, the objectives of each 
Debt Series are a high level of current income and 
conservation of capital through an investment in a 
diversified portfolio of long-term debt obligations (in 
the case of Long-Term Debt Series) or debt 
obligations having maturities not exceeding 15 years 
(in the case of Intermediate-Term Debt Series), and 
each Debt Series is composed of not less than 
$10,000,000 principal amount of interest-bearing 
obligations deposited by the Sponsors with the 
Trustee. The Sponsors have chosen to include in Debt 
Series portfolios only obligations which, at the time of 
purchase, had an A or better rating from either 
Standard & Poor’s Corporation or Moody’s Investors 
Service. 


Applicant states that at the time of deposit of such 
obligations the Sponsors receive redeemable units 
from the Trustee representing the entire ownership of 
Debt Series (each individual unit representing a 
fractional undivided interest in the Debt Series) and 
that these units are offered by the Sponsors for sale to 
the public at a public offering price computed on the 
-basis of the aggregate offering price of the obligations 
in such Debt Series portfolio, plus accured interest on 
such obligations and a sales charge, currently at 4% of 
the total public offering price of such units. The 
Applicant indicates that the Trustee receives the 
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interest and principal paid on the portfolio obligations 
of each Debt Series and distributes this to the unit- 
holders of the Debt Series on a monthly basis. Such 
distributions are net of applicable expenses and funds 
required for the redemption of units. 


The Applicant proposes to provide to holders of units 
of existing and future Debt Series the opportunity to 
participate in the Reinvestment Program, under which 
a holder of five or more units of applicant's Debt 
Series may elect to have his or her monthly distribu- 
tions with respect to such units automatically rein- 
vested in units of various Debt Series of Applicant. 
The application states that units of ownership in 
existing Debt Series represent a fractional interest in 
the portfolio of the issuing Debt Series in the ratio of 
one unit (“ordinary unit’) for each $1,000 principal 
amount of obligations in that portfolio. Applicant 
states that units of such denomination will continue to 
be issued for sale to the general public, and in 
addition, units of smaller denomination, representing 
fractional interests in a ratio of one unit (‘reinvestment 
unit’’) for each $10 principal amount of obligations in 
the portfolio of issuing Debt Series, will be issued for 
sale exclusively to participants in the Reinvestment 
Program, with such smaller denomination units to be 
sold to participants without the sales charge applicable 
to sales made to the general public. 


Accoring to the application, following enrollment in 
the Reinvestment Program by a unit holder, the 
monthly distributions of interest and principal made 
with respect to his or her units will be retained by the 
Trustee for the account of the unit holder, and will be 
used by the Trustee to purchase units and fractions of 
units of reinvestment denominations for the unit 
holders from the Sponsors in each February, May, 
August and November (‘‘Reinvestment Months”). 
Units purchased on behalf of participants in the 
Reinvestment Program will be priced on the basis of 
the aggregate offering price of the obligations in the 
portfolio of the Debt Series to which the units relate, 
plus accrued interest on said obligations, and without 
the imposition of a sale charge. Funds retained by the 
Trustee for reinvestment will be held in savings 
accounts which are interest bearing at the current 
open pass book rate (presently 5%) to unit holders, 
and are available for use by the Trustee pursuant to 
normal banking procedures. 


Applicant states that a holder of five or more units of 
its Debt Series may enroll in the Reinvesment Program 
at any time with respect to such units by delivering an 





authorization form to the Trustee, which form is 
available from the Sponsors. The application further 
provides that a participant may withdraw from the 
Reinvestment Program at any time by giving written 
notice of such withdrawal to the Trustee. In cases 
where a participant does not give the Trustee written 
notice of withdrawal at least five days prior to the first 
day of a reinvestment Month, the participant will be 
deemed to have elected to participate in the 
Reinvestment Program with respect to the particular 
transaction occurring during that month, and his or 
her withdrawal will be effective for the next succeed- 
ing distribution following the Reinvestment Month. 


Applicant represents that the Sponsors, although not 
obligated to do so, intend to offer a new Debt Series 
of the Applicant, units of which shall be made 
available for reinvestment, at or near the beginning of 
each Reinvestment Month. Applicant states said new 
Debt Series will differ from existing Debt Series only 
with respect to the composition of their portfolios and 
their portfolio derived financial characteristics (for 
example, yield and public offering of the units). It 
states that if units of a new Debt Series are not 
available for purchase in a Reinvestment Month, then 
the Funds retained by the Trustee for reinvestment will 
be used to purchase units of Debt Series which permit 
the issuance of units in reinvestment denominations, 
such units having been previously sold to the public 
and reacquired by the Sponsors in the course of 
making a market for such units, including units of 
Debt Series created prior to the date of this 
application. The Sponsors anticipate that this will 
rarely occur. In cases in which reinvestments are made 
through this secondary market, Applicant represents 
that the units so used will constitute units purchased 
by the Sponsors as market makers and not unsold 
units remaining from an original distribution of units; 
the Debt Series of the units so used will have an 
anticipated remaining maturity of at least ten years; 
the units so used will meet investment quality criteria 
at least as high as those applicable to the most 
recently created Debt Series of the Applicant and will 
only include obligations of so-called investment grade 
security rating, that is, BBB or better if rated by 
Standard & Poor's Corporation or Baa or better if 
rated by Moody’s Investors Service, Inc.; and the 
Sponsors will at that time be maintaining a secondary 
market in the units involved so that the Prospectus 
distributed in connection therewith will be current. To 
the extent there are no units available for purchase in a 
Reinvestment Month, funds accumulated by the 
Trustee for the account of unit holders will be 
distributed to them. 


Applicant asserts that the authorization to reinvest 
distributions in units of Debt Series of the Applicant 
given to the Trustee by unit holders participating in the 
Reinvestment Program will not extend to reinvestment 
in a Debt Series which materially differs from previous 
Debt Series, and will be treated as being void for such 
Debt Series. The Sponsors anticipate that examples of 
Debt Series manifesting such a material difference 
would include Debt Series containing obligations in 
their portfolios which were not at the time of the 
reinvestment at least as high as the minimum rating 
assigned by either Standard & Poor’s Corporation or 
Moody's Investors Service, Inc. to obligations in the 
portfolio of the most recently created Debt Series of 
the Applicant, but in no event lower than BBB by 
Standard & Poor’s Corporation or Baa by Moody’s 
Investors Service, Inc. Deviations in bond quality 
(within the criteria set forth in prospectuses relating to 
Debt Series of the Applicant), diversification or yield 
from previous Debt Series will normally not be deemed 
by Sponsors to be sufficiently material to void an 
authorization form under the Reinvestment Program. 
Applicant does not assure that the quality and diversi- 
fication of the portfolio or the yield of any future Debt 
Series will be similar to previous Debt Series. Descrip- 
tions of the Reinvestment Program provided to unit 
holders will indicate that differences in portfolio 
quality, diversification or yield among Debt Series will 
not ordinarily constitute a sufficiently material 
differences to disqualify a particular Debt Series from 
serving as a medium for reinvestment, and will 
disclose that a participant may acquir an interest 
through the Reinvestment Program in a Debt Series 
possessing a portfolio of securities containing one or 
more securities with a lower rating than the securities 
contained in the portfolio of the Debt Series in which 
his or her original investment was made. 


Applciant states that afer a unit holder has enrolled in 
the Reinvestment Program, the Trustee will open an 
account for him or her and will send to the unit holders 
a confirmation of the opening of the account. There- 
after, whenever a transaction occurs in the account, 
the unit holder will recieve a confirmation statement 
describing the transaction. Whenever funds in the 
account are used to purchase new units, a final 
prospectus relating to the new units will be mailed 
with the confirmation statement within four business 
days following the fifteenth day of the Reinvestme..it 
Month, or, if such fifteenth day is not a business day 
for the Trustee, within four business days following 
the first business day thereafter. Accordingly to the 
application, the confirmation statement will indicate 
that such units have been purchased on behalf of the 
unit holder, and that such transaction will become 
final unless the unit holder notifies the Trustee within 
sixteen days from the date of the purchase (which 
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date shall be indicated in the confirmation statement) 
that he or she does not want that particular purchase 
made. If the Trustee does not receive such notice 
within sixteen days from the date of the purchase, the 
unit holder will be deemed to have accepted the 
purchase as of the purchase date indicated on the 
confirmation statement at the price in effect on such 
date, regardless of subsequent appreciation or depre- 
ciation in the price of such units. Applicant states that 
in the case of a unit holder who rejects the purchase of 
units, the purchase is rescinded as of the purchase 
date indicated on the confirmation statement, all 
funds of the unit holder paid by the Trustee on behalf 
of the unit holder to the Sponsors on the purchase 
date for the purchase of such units will be delivered to 
the unit holder, and the Sponsors will retain the 
ownership of the units. Applicant further states that 
after a purchase of units has been rejected, the 
Sponsors may dispose of such units, either by sale to 
the public or by tender to the Trustee for redemption, 
and that any appreciation or depreciation in the price 
of such units occurring during the period in which they 
are owned by the Sponsors (including appreciation or 
depreciation occurring after the units are purchased 
on behalf of a unit holder through the operation of the 
Reinvestment Program and before such purchase is 
rejected by the unit holder) will accrue exclusively to 
the Sponsors. to aid a participant who might desire to 
withdraw from either the Reinvestment Program or a 
particular transaction, a Termination Form will be 
enclosed with each confirmation statement and a 
toll-free telephone number will be established for the 
use of participants wishing to notify the Trustee of 
such withdrawal. 


The application indicates that unless a withdrawing 
participant specifically indicates in his or her 
Termination Form (a) that he or she wishes to 
withdraw from Reinvestment Program only for a 
particular distribution or (b) that he or she wishes to 
withdraw for less than all Debt Series of the Applicant 
with respect to which he or she has units enrolled in 
the Reinvestment Program, he or she will be deemed 
to have withdrawn completely from the Reinvestme! 

Program in all respects. The application further states 
that whereas a sale or redemption of some of the units 
of ordinary denomination enrolled in the Reinvestment 
Program by a participant will not constitute a 
withdrawal from the Reinvestment Program with 
respect to the remaining units so enrolled by such 
participant, a withdrawal from the program with 
respect to, or redemption or sale of, any units of 
reinvestment denomination or fractional units or rein- 
vestment denomination of a Debt Series will 
constitute the withdrawal from the Reinvestment 
Program of all other units (other than units of ordinary 
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denomination) held by such unit holder in such Debt 
Series (but not of any other Debt Series). 


Applicant states that if a holder of units of 
reinvestment denomination or fractional units of 
reinvestment denomination of a Debt Series 
withdraws from the Reinvestment Program with 
regard to distributions made in respect of such units, 
the Trustee will be authorized to require the 
redemption of such withdrawn units. In addition, the 
application provides that if the Reinvestment Program 
is terminated for any reason, there may be a 
mandatory redemption of units of reinvestment 
denomination and fractional units of reinvestment 
denomination. 


Applicant states that as long as the Sponsors are 
offering to purchase units of reinvestment denomina- 
tion, the Sponsors will purchase reinvestment 
denomination units and fractional units of such series 
required by the Trustee to be redeemed by making 
payment therefor to the unitholder, which payment 
shall be no less than the amount such unitholder 
would have received from the redemption of such 
units by the Trustee. Applicant further states that 
units purchased by the Sponsors in this manner may 
be tendered to the Trustee for redemption at the 
option of the Sponsors, provided that the Sponsors 
shall not receive for units so purchased a higher price 
than was paid for them, plus accrued interest. 


Applicant states that for recordkeeping and other 
administrative activities, the Trustee will charge each 
reinvestment account a quarterly fee of 1.50% of the 
amount reinvested in such quarter, up to a maximum 
fee of $3.00 per quarter. Such fee shall be payable 
quarterly, on the date on which reinvestment occur, 
and will be withheld by the Trustee from the reinvest- 
ment account. The fee may be increased by the 
Trustee without the approval of participants in the 
Reinvestment Program by amounts not exceeding 
proportional increases in consumer prices for services 
as measured by the United States Department of 
Labor’s Consumer Price Index entitled ‘‘All Services 
Less Rent,” or, if such Index is no longer published, in 
a similar index to be determined by the Trustee and the 
Sponsors. The Sponsors have been advised that such 
provision has rarely been invoked. Applicant asserts 
that this fee will be the only charge to participants in 
the Reinvestment Program. 


Applicant states that the Sponsors, although not 
obligated to do so, intend to maintain markets for 
units of reinvestment denomination by continuously 





offering to purchase such units at prices based on the 
aggregate offering price of the obligations in the Debt 
Series portfolio, plus acrued interest. The Sponsors 
may reoffer these units to participants in the 
Reinvestment Program in the situations described 
above and in the application where no new Debt 
Series of the Applicant is available for reinvestments. 
In the event that the Sponsors do not maintain a 
market for such units, the application provides that a 
unit holder desiring to dispose of them may only be 
able to do so by tendering such units to the Trustee for 
redemption, on the same terms as units of ordinary 
denomination. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell any 
redeemable security issued by it to any person except 
either to or through a principal underwriter for dis- 
tribution or at a current public offering price described 
in the prospectus, and if such class of securities is 
being currently offered to the public by or through an 
underwriter, no principal underwriter of such 
securities and no dealer shall sell any such security to 
any person except a dealer, a principal underwriter, or 
the issuer, except at a current public offering price 
described in the prospectus. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or uncondi- 
tionally exempt any person, security, or transaction, or 
any class or classes or persons, securities, or 
transactions from any provision of the Act, if and to 
the extent such exemption is necessary or appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Applicant states that the sales charges payable by 
purchasers of units of Debt Series of the Applicant to 
the Sponsors is intended to compensate them for 
expenses incurred and efforts made in solicitating 
sales of such units. The Applicant notes that while unit 
holders of Debt Series of the Applicant will be notified 
of the availability of the Reinvestment Program, the 
Sponsors will not conduct a sales campaign to solicit 
such participation. Thus, Applicant submits that if 
units of the Applicant are sold through the 
Reinvestment Program with a sales load, the sponsors 
will receive such load without having provided the 
services which justify its imposition. The Applicant 
believes that participants in the Reinvestment 
Program, rather than the Sponsors, should receive the 
benefit of this cost saving of the elimination of the 
sales load. 


Applicant states that because the Reinvestment 
Program will generate additional costs on the part of 
the Trustee relating to additional recordkeeping and 
other administrative activities, it is reasonable that 
these costs are paid by the participants by means of 
the quarterly fee it proposes to charge. 


The Applicant believes that provision must be made 
for mandatory redemption of units of reinvestment 
denomination and fractional units of reinvestment 
denomination when such units are withdrawn from 
the Program or if the Program is terminated, in order 
to prevent an increase in the expenses of series of the 
Applicant resulting from the use of such series as 
vehicles for reinvestment. Applicants believe that if 
distributions in respect of such reinvestment units of a 
series, which would normally be reinvested at no cost 
to the series, are instead mailed to the holders of such 
reinvestment units every months, the expenses of the 
series would increase. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 10, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10788/July 19, 1979 


In the Matter of 


THE DREMAN FUND, INC. 
Suite 3704 

30 Broad Street 

New York, New York 10024 


(811-2826) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Dreman Fund, 
Inc. (‘Fund’), an open-end, diversified manage- 
ment investment company registered under the In- 
vestment Company Act of 1940 (‘Act’), filed an 
application on May 21, 1979, pursuant to Section 
8(f) of the Act for an order of the Commission de- 
claring that the Fund has ceased to be an invest- 
ment company as defined in the Act. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


The Fund was incorporated in Maryland. On May 2, 
1978, the Fund registered under the Act by filing its 
Notification of Registration on Form N-8A, and, on 
the same date, it filed a Registration Statement under 
the Act on Form N-8B-1. On May 5, 1978 it filed a 
Registration Statement under the Securities Act of 
1933 on Form S-5, which became effective on 
November 16, 1978. The application states that no 
public offering of shares was made but orders to 
purchase shares from six shareholders were accepted 
after the effective date of the registration under the 
Securities Act of 1933. The application further states 
that the Fund presently has 11 shareholders. After 
the Fund received orders from its shareholders to 
liquidate their shares, the Board of Directors adopted 
a Plan of Liquidation and Dissolution on March 8, 
1979. The Fund’s securities were liquidated on the 
open market within one week thereafter, and on April 
11, 1979, the security holders unanimously approved 
the Plan of Liquidation and Dissolution. 
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The application indicates that all funds have been 
distributed to the Fund’s shareholders, with the 
exception of $1,069.01 withheld to cover accounts 
payable and $7,300 withheld to cover a contingent 
liability for Federal capital gains taxes. The appli- 
cation states that any amount remaining after the 
actual liabilities have been established and paid will 
be distributed pro-rata to the shareholders. The 
application further states that after payment to 
shareholders of any assets remaining after 
payment of all liabilities, the Fund will file Articles of 
Dissolution with the appropriate officials in 
Maryland. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order, and upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 13, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release no. 689/July 13, 1979 


Administrative Proceeding File No. 3-5727 


In the Mater of 


MANFRED J. POLLAK, d/b/a 
P-K INTERCONTINENTAL ASSOCIATES 
(File No. 801-7805) 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these administrative proceedings ordered pursuant 
to the Investment Advisers Act of 1940, | the 
Respondent, Manfred J. Pollak, has submitted an 
Offer of Settlement which the Commission has 
determined to accept. Solely for the purpose of these 
proceedings and without admitting or denying the 
allegations contained in the Order for Public 
Proceedings, Manfred J. Pollak has consented to the 
findings and sanctions set forth below. 


On the basis of the Order for Public Proceedings and 
the Offer of Settlement submitted by the Respondent, 
it is found that Manfred J. Pollak wilfully violated 
Section 5(c) of the Securities Act of 1933 and Section 
204 of the Investment Advisers Act of 1940 and Rules 
204-1(b) and 204-2 thereunder; and that Manfred J. 
Pollak, after entering a plea of guilty, was convicted in 
February 1977 of having violated Sections 1341 and 
1342 of Title 18, United States Code, as alleged in the 
Order for Public Proceedings. 





\Matter of Manfred J. Pollak d/b/a P-K_ Inter- 
continental Associates, instituted on April 30, 1979. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement submitted by the Respondent. Accord- 
ingly, IT IS ORDERED that: 


A. The registration as an investment adviser of 
Manfred J. Pollak d/b/a P-K Intercontinental 
Associates be, and it hereby is, revoked. 


b. Manfred J. Pollak be, and he hereby is, barred 
from being associated with any broker, dealer, 
investment adviser or investment company, or any 
affiliated of a broker, dealer, investment adviser, or 
investment company. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 690/July 16, 1979 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16021/July 16, 1979 





INVESTMENT ADVISERS ACT OF 1940 
Release no. 619/July 16, 1979 


SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10781/July 16, 1979 
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LITIGATION 





Litigation Release No. 8820/ July 13, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
LIBCO CORPORATION AND CLYDE WM. ENGLE 
(United States District Court for the District of 
Columbia) Civil Action No. 79- 


The Securities and Exchange Commission today 
announced that it filed in the United States District 
Court for the District of Columbia a civil injunctive 
action against Libco Corporation (“Libco’’), 625 North 
Michigan Avenue, Chicago, Illinois 60611, and Clyde 
Wm. Engle (‘Engle’), alleging violations of the 
reporting provisions of the federal securities laws and 
seeking a Final Judgment of Permanent Injunction, 
Mandatory and Other Relief. 


The Commission’s Complaint alleged that Libco has 
failed to file its Annual Report on Form 10-K for its 
fiscal year ended December 31, 1978 required to have 
been filed with the Commission by April 2, 1979, and 
that Engle, the Chairman of the Board of Directors and 
Chief Executive Officer of Libco and a controlling 
shareholder of Libco failed to cause Libco to file its 
1978 Annual Report on Form 10-K as required. In 
addition, the Complaint charged that Libco had failed 
to file any Quarterly Reports on Form 10-Q for its 1978 
fiscal year and for the first quarter of its 1979 fiscal 
year and that Engle failed to cause said Quarterly 
Reports to be filed by Libco. Further, the Complaint 
charged that Libco, as part of a continuing course of 
violative conduct extending over several years, has 
failed to timely file certain of its Annual Reports on 
Form 10-K and Quarterly Reports on Form 10-0 
required to have been filed with the Commission and 
that Engle failed to cause Libco to timely file the 
required reports. 


The Commission’s Complaint request that the Court 
order Libco to file and Engle to cause to be filed with 
the ommission within 15 days Libco’s Annual Report 
on Form 10-K for its year ended December 31, 1978 
and its above-mentioned Quarterly Reports on Form 
10-Q. Further, the Commission requested that the 
Court enjoin Libco and Engle from further violations of 
the reporting provisions of the federal securities laws. 
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Litigation Release No. 8821/July 13, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
TELCO MARKETING SERVICES, INC., (United 
States District Court for the District of Columbia) 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the District of Columbia 
seeking injunctive relief against Telco Marketing 
Services, Inc. (‘‘Telco’’), alleging violations of the 
anti-fraud tender offer and proxy provisions of the 
Securities Exchange Act of 1934 (‘‘Exchange Act’’). 


The Commission’s Complaint alleges that from on or 
about April 25, 1979 and continuing to May 2, 1979, 
Telco made a cash tender offer for shares of the 
common stock of Outdoor Sports Industries, Inc. 
(“OSI’’) and that in connection therewith, Telco made 
materially false and misleading statements in 
documents filed with the Commission and distributed 
to OSI shareholders, concerning among other thins, 
the purposes of the cash tender offer the effect of the 
Telco tender offer on the voting rights of OSI 
shareholders, Telco’s intentions with respect to 
purchasing the OSI shares tendered, and the 
applicability to, and effect of, state statutes on the 
Telco tender offer. 


The Commission's Complaint also alleges that in 
connection with its cash tender offer, Telco required 
OSI shareholders to submit along with any OSI shares 
tendered an irrevocable proxy for use by Telco in 
connection with the OSI annual meeting of OSI 
shareholders to be held on May 9, 1979 or any other 
meeting of stockholders. The Complaint alleges that 
Telco failed to comply with the Commission's proxy 
provisions and made materially false and misleading 
statements of material facts in connection with the 
solicitation of OSI stockholders. 





Litigation Release No. 8822/July 17, 1979 


SEC v. SHELBY BOND SERVICE CORPORATION, et 
al., W.D. Tenn. C-77-2236 


Jule B. Greene, Administrator of the Atlanta Regional 





Office of the Securities and Exchange Commission, 
announced that on July 5, 1979, Honorable Robert M. 
McRae, Jr., Judge of the United States District Court 
for the Western District of Tennessee, at Memphis, 
entered an order permanently enjoining Edward J. 
Blumenfeld of Memphis from further violations of the 
anti-fraud provisions of the Securities Act of 1933 and 
the Securties Exchange Act of 1934. Blumenfeld 
consented to the entry of the order without admitting 
or denying the allegations of the complaint. 
Blumenfeld has been subject to a preliminary 
injunction since May 27, 1977. The complaint charged 
that Blumenfeld, while in the employ of Shelby Bond 
Service Corp., a now-defunct municipal securities 
firm, offered and sold municipal securities at excessive 
mark-ups and misrepresented the financial condition 
of issuers of securities and the speculative nature of an 
investment in such securities. (For additional 
information see Litigation Release Nos. 7888 and 
7965.) 





Litigation Release No. 8823/July 18, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
HOVERMARINE CORPORATION United States 
District Court for the District of Columbia, Civil Action 
No. 79-1264) 


The Commission announced today that the United 
States District Court for the District of Columbia 
entered a final judgment of permanent injunction 
against Hovermarine Corporation (““Hovermarine”’) of 
Pittsburgh, Pa., restraining and enjoining Hovermarine 
from failing to timely file periodic reports with the 
Commission and requiring Hovermarine to comply 
with certain undertakings. Hovermarine consenting to 
the entry of the Court’s judgment, admitted that it had 
filed reports in an untimely manner on 10 separate 
occasions. The Commission’s Complaint was filed on 
May 8, 1979. See Litigation Release No. 8746/May 8, 
1979. 


The Complaint had alleged that Hovermarine, as part 
of a continuing course of conduct extending over 
several years, failed to timely file with the 
Commission certain Annual Reports and Quarterly 
Reports required to have been filed. Hovermarine has 


agreed to adopt certain procedure to assure timely 
filings of reports required to be filed under the 
Securities Act of 1934. 





Litigation Release No. 8824/July 18, 1979 


SEC v.FUELTECK CORPORATION AND IRWIN 
STEINHAUSER 79 Civil 3678 (LBS) (S.D.N.Y.) 


Donald N. Malawsky, Associate Regional Adminis- 
trator of the New York Regional Office of the 
Securities and Exchange Commission, announced 
today that a complaint was filed in the United States 
District Court for the Southern District of New York 
seeking to enjoin Fuelteck Corporation (‘Fuelteck’’) 
and Irwin Steinhauser (“Steinhauser”’), Fuelteck’s 
president, from further violations of the registration 
and anti-fraud provisions of the federal securities 
laws. Fuelteck, a Delaware corporation located in 
Ronkonkoma, New york, is engaged in the business 
of manufacturing and marketing a patented fuel 
additive for internal combustion engines. 


The Commission's complaint alleged that on or about 
January 30, 1979, Fuelteck offered 200,000 shares of 
its common stock to the public at $1 per share on a 
“best efforts, all or none” basis. This offering was 
purportedly being effected pursuant to a Regulation 
A exemption from the registration requirements of 
the Securities Act of 1933 (“Securities Act’’), which 
required Fuelteck to prepare and distribute an 
offering circular to all prospective and actual 
purchasers of Fuelteck securities. 


The Commission’s complaint further alleged that the 
offering circular failed to comply with the 
requirements of Regulation A, in that the offering 
circular contained untrue statements of material fact 
and omitted to state material facts concerning, 
among other things: (a) the relationship between 
Fuelteck and the inventor of its fuel additive; (b) 
Fuelteck’s inability to produce the fuel additive 
without the active assistance of the inventor; and (c) 
the use to which the proceeds of the offering were to 
be applied. As a result of the foregoing, the 
complaint charged that defendants Fuelteck and 
Steinhauser violated Sections 5(a), 5(b){2), 5(c) and 
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17(a) of the Securities Act and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder. 


Simultaneously with the filing of the Commission's 
complaint, Fuelteck and Steinhauser consented to 
the entry of final judgments of permanent injunction, 
without admitting or denying the allegations set forth 
in the complaint, and agreed to cooperate with the 
Commission and to provide any and all information, 
documents or materials which the Commission may 
request in any investigation or proceeding related to 
Fuelteck. 


In addition, defendant Fuelteck has been ordered to 
prepare, disseminate to all market makers in Fuelteck 
securities, and file with the New York Regional Office 
of the Commission, within 100 days after entry of the 
final judgements in this matter, a disclosure 
document correcting and amending the Fuelteck 
offering circular and disclosing the current condition 
of the company. 





Litigation Release No. 8825/July 19, 1979 


SECURITIES & EXCHANGE COMMISSION v. 
CLARK OIL AND REFINING CORPORATION (United 
States District Court for the District of Columbia) 
Civil Action No. 79-1881 


The Securities & Exchange Commission announced 
today the filing of a Complaint in the United States 
District Court for the District of Columbia against 
Clark Oil and Refining Corporation (‘‘Clark’’). 


The Commission’s Complaint alleges that in January 
1975, in connection with Clark’s efforts to obtain 
price reductions in a contract it had executed with 
the Abu Dhabi National Oil Company (‘“ADNOC”), 
Clark entered into an agreement with the Subas 
Establishment (‘“Subas’’), a Liechtenstein corpora- 
tion. The Agreement with Subas provided that Clark 
would make payments to Subas based on price 
reductions Clark obtained under the agreement with 
ADNOC. The Complaint alleges that Clark’s 
management understood that funds generated by 
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Clark’s payments to Subas would be distributed to 
officials of the governments of Abu Dhabi and the 
United Arba Emirates. The Complaint further alleges 
that between January 24, 1975 and March 31, 1976, 
Clark made payments to Subas in the amount of 
$2,757,531.36. 


The Complaint also alleges that Clark failed to 
properly record the aforementioned payments and 
falsified records with respect to such payments and 
filed with the Commission materially false and 
misleading annual and periodic reports and dissemin- 
ated materially false and misleading statements to its 
shareholders. 


The Commission also announced that the Court 
entered a Final Judgment of Permanent Injunction 
restraining and enjoining Clark from further violations 
of the anti-fraud and reporting provisions of the 
Securities Exchange Act of 1934. In addition, the 
Court enjoined Clark from using or aiding and 
abetting the use of corporate funds of Clark or its 
subsidiaries for the purpose of making unlawful 
payments to any official or employee of any 
government entity or any entity owned or controlled 
by any foreign government. The Court also ordered 
Clark to make and keep books, records and accounts 
which, in reasonable detail, accurately and fairly 
reflect the transactions and disposition of the assets 
of Clark or any of its affiliates or subsidiaries. The 
Court further ordered that Clark maintain a system of 
internal controls and a system for accounting for 
transactions and dispositions of corporate assets and 
funds in accordance with the provisions of the 
Foreign Corrupt Practices Act. 


In addition, the Court ordered Clark to amend its 
annual and other periodic reports currently on file 
with the Commission, from 1975 to date, with respect 
to those matters referred to in the Commission’s 
Complaint. 


Clark consented to the entry of the Final Judgment of 
Permanent Injunction described above without 
admitting or denying the allegations in the 
Commission’s Complaint. Clark has undertaken to 
include in its next interim quarterly report to share- 
holders a description of the allegations in the 
Commission’s Complaint, the Final Judgment of 
Permanent Injunction, and Clark’s Consent. 
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